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GENERAL  SUMMARY 


Despite  increasing  difficulties  in  international  trade,  industrial  production  in  Europe  in  the  second  quarter 
of  1949  continued  to  show  an  exceptionally  high  rate  of  progress.  In  some  countries,  however— notably 
Belgium  and  the  Scandinavian  countries— there  were  signs  that  the  rate  of  increase  way  falling  off,  chiefly 
owing  to  a  reduction  in  the  export  demand  in  particular  industries.  The  indications  already  apparent  in  the 
first  quarter  that  industrial  recovery  in  Western  Germany  was  slowing  down  were  confirmed  in  the  second, 
when  production  showed  only  a  slight  increase  and  remained  at  about  three-quarters  of  the  1938  level. 

There  way  some  increase  in  the  total  volume  of  intra-European  trade  during  the  quarter,  but  it  was 
concentrated  on  the  exports  of  Western  European  countries.  These  have  shown  a  fairly  steady  growth  over 
the  past  fifteen  months,  whereas  imports  from  Eastern  Europe  were  slightly  smaller  in  the  second  quarter 
than  in  the  first  or  in  the  second  quarter  of  1948.  The  result  is  that  trade  between  Eastern  and  Western 
Europe,  which  in  1948  had  shown  a  considerable  export  surplus  in  favour  of  Eastern  Europe,  was  nearly 
balanced  in  the  second  quarter  of  1949. 

The  generally  favourable  record  in  the  field  of  production  was  overshadowed,  however,  by  the  alarming 
deterioration  in  Europe's  balance  of  trade  with  the  rest  of  the  world.  While  the  imports  of  ten  of  the  principal 
European  countries  rose  from  $3,500  million  in  the  first  quarter  to  $3,730  million  in  the  second,  their  exports 
fell  from  $2,330  million  to  $2,200  million.  The  adverse  balance  with  the  United  States  rose  by  $150  million 
to  $961  million,  and  was  considerably  higher  than  in  any  of  the  quarters  of  1948.  Among  the  European 
countries,  far  the  greater  part  of  the  rise  in  the  adverse  trade  balance  was  accounted  for  by  the  United 
Kingdom,  Western  Germany  and  Italy,  which  were  already  heavily  dependent  on  outside  aid.  The  situation 
did  not  improve  in  the  third  quarter,  when  the  weakness  of  sterling  way  accentuated  by  a  continuing  speculative 
pressure  against  it.  The  culmination  came  with  the  devaluation  of  sterling  to  £1  =  $2.80  on  18  September, 
which  was  promptly  followed  by  a  devaluation  of  many  other  European  currencies  against  the  dollar. 


Industrial  Production 

Although  Europe’s  export  trade  encountered 
increasing  difficulties  in  the  second  quarter  of  1949, 
industrial  production  continued  to  rise  at  much  the 
same  rate  as  before.  As  may  be  seen  from  Table 
industrial  production  in  Europe  as  a  whole  (excluding 
the  Union  of  Soviet  Socialist  Republics)  rose  from 
the  first  to  the  second  quarter  of  1949  by  about 
2  per  cent,  which  is  about  the  same  as  in  the  corre¬ 
sponding  period  of  1948.  The  level  reached  in  the 
second  quarter  was  some  15  per  cent  higher  than 

^  Table  references  with  roman  numerals  refer  to  the  tables 
included  in  the  section  “  European  Economic  Statistics  ”  below. 


in  the  second  quarter  of  1948,  so  that  the  annual  rate 
of  increase  shown  in  previous  quarters  was  maintained. 
In  the  Union  of  Soviet  Socialist  Republics,  though 
comparison  with  the  position  a  year  before  was 
rather  less  favourable  than  in  previous  quarters, 
industrial  production  was  20  per  cent  higher  than 
in  the  second  quarter  of  1948. 

These  figures  for  Europe  as  a  whole  mask  some 
contrasting  developments.  In  Austria  there  was  a 
sharp  recovery  from  the  slight  setback  in  the  first 
quarter,  and  the  index  of  production  reached  the 
1937  level.  Good  increases  in  production  were  also 
achieved  by  Greece,  where  recovery  started  rather 
late,  and  Italy,  where  there  was  a  lively  response 


Table  1 


INDUSTRIAL  PRODUCTION 
Index  numbers — corresponding  quarter  of  previous  year  =  100 


1948 


Country  ! 

Second  | 

quarter  i 

Third 

quarter  j 

Fourth 

quarter 

First  1 

quarter 

Second 

quarter 

Austria . 

148 

145 

158 

128 

134 

Belgium . 

106 

105 

108 

107 

103 

Czechoslovakia . 

115 

117 

117 

111  ! 

106 

Denmark . 

116 

109 

no 

105  1 

103 

Finland . 

117  1 

121 

108 

102 

106 

France  . 

115  i 

115 

119 

113 

111 

Germany  ;  Western  zones . 

125 

146 

174 

174 

172 

Greece  . 

100 

107 

119 

117 

125 

Ireland  . 

120 

113 

109 

103 

107 

Italy  . 

99 

101 

109 

107 

111 

Netherlands . 

119 

119 

114 

116 

113 

Norway . 

113 

103 

107 

no 

103 

Poland  . 

134 

125 

120 

111 

112 

Sweden  . 

103 

104 

105 

104 

102 

United  Kingdom . 

108 

106 

1  106 

1 

104 

1 

109 

Total  of  above  countries  : 

including  Germany  . 

113 

113 

117 

115 

116 

excluding  Germany . 

111 

109 

111 

1 

108 

no 

U.S.S.R . 

124 

1 

123 

129 

123 

120 

1949 


Source :  The  figures  are  derived  from  Table  I 
in  the  section  “  European  Economic  Statistics.*’ 


Note.  —  The  indices  for  Denmark,  Finland,  Ireland  and  the  United  Kingdom  have  bees 
adjusted  in  order  to  eliminate  the  effect  of  Easter  holidays  falling  in  the  first  quarter  of  1948 
and  in  the  second  quarter  of  1947  and  1949. 


in  May  and  June  to  an  improvement  in  the  supply 
of  electric  power,  which  unfortunately  owing  to 
the  drought  has  turned  out  to  be  only  temporary. 
In  the  United  Kingdom  also,  the  rate  of  increase 
was  more  than  maintained.  For  almost  all  other 
countries,  however,  an  examination  of  Table  1  shows 
a  moderate  slowing-down  of  the  rate  of  increase 
of  industrial  production.  In  Western  Germany  the 
rapid  expansion  which  began  after  the  monetary 
reform  has  virtually  come  to  a  standstill,  and  indus¬ 
trial  production  showed  only  a  slight  increase  from 
the  first  to  the  second  quarter  of  1949,  with  production 
still  at  only  74  per  cent  of  the  1938  level.  The  moderate 
slowing-down  in  other  European  countries,  of  which 
there  was  already  some  evidence  in  the  first  quarter, 
seems  to  be  due  more  to  technical  causes  than  to 
cyclical  influences.  The  very  rapid  increase  in  pro¬ 


duction  during  recent  years  was  largely  due  to  a  rise 
in  productivity  which  could  scarcely  continue  on  an 
undiminished  scale.  Leaving  aside  the  special  pro¬ 
blem  of  Western  Germany,  where  further  expansion 
of  industrial  production  is  clearly  limited  by  monetary 
factors,  only  Belgium,  Switzerland  and  the  Scandi¬ 
navian  countries  showed  some  evidence  of  general 
industrial  production  being  affected  by  lack  of  effective 
demand.  For  Switzerland  no  production  index  is 
available,  but  information  on  industrial  employment 
indicates  a  fall  in  employment  of  3  per  cent  compared 
with  the  previous  quarter  and  of  6  per  cent  compared 
with  the  second  quarter  of  1948.^  In  all  the  Scandi- 


^  The  fall  in  industrial  employment  in  Switzerland  is  not 
reflected  in  the  Swiss  unemployment  figures  owing  to  the  fact 
that  fluctuations  in  employment  tend  to  affect  first  of  all  foreign 
workers,  who  return  to  their  home  countries  when  unemployed. 
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navian  countries,  production  was  virtually  unchanged 
compared  with  the  first  quarter,  and  was  only  2  to  3 
per  cent  higher  than  in  the  second  quarter  of  1948. 


f 


For  Hungary,  which  does  not  publish  monthly 
or  quarterly  figures,  information  is  available  only 
for  the  first  half  of  1949  as  a  whole.  The  increase 
in  industrial  production  in  that  period  compared 
with  the  first  half  of  1948  was  no  less  than 
27  per  cent,  but  compared  with  the  second  half  of 
1948  was  only  5  per  cent.  Thus,  even  allowing  for 
possible  seasonal  influences,  here  also  there  seems 
to  be  a  slowing-down.  In  general.  Eastern  European 
countries  are  finding  it  difficult  to  obtain  adequate 
supplies  of  raw  materials  and  machinery  for  their 
industrial  expansion,  partly  because  they  are  short 
of  foreign  exchange  and  partly  because  of  licensing 
restrictions  in  exporting  countries.  Yugoslavia  has 
special  difficulties  as  a  result  of  the  break  in  its  trade 
relations  with  other  Eastern  European  countries,  and 
the  increase  in  its  industrial  production  from  the 
second  half  of  1948  to  the  first  half  of  1949  was 
considerably  smaller  than  in  previous  periods. 


Table  2  shows  the  quarterly  movements  in  pro¬ 
duction  of  certain  important  commodities  and  of 
particular  groups  of  industries.^  When  the  difference 
in  the  number  of  working-days  is  taken  into  account, 
the  production  of  coal  appears  just  to  have  kept 
the  very  high  level  reached  in  the  first  quarter.  This 
is  not  necessarily  an  indication  that  the  expansion 
of  coal  production  has  stopped,  since  also  in  1948 
production  per  working-day  remained  unchimged  from 
the  first  to  the  second  quarter. 

Production  of  electric  power  remained  about 
8  per  cent  higher  than  in  the  corresponding  quarter 
of  1948.  However,  in  some  countries  the  position 
has  deteriorated  owing  to  the  severe  drought  and  is 
likely  to  be  more  difficult  than  last  winter. 

Production  of  crude  steel  rose  moderately  in  France 
and  the  United  Kingdom  and  sharply  in  Western 

^  It  should  be  borne  in  mind  when  comparing  these  indices 
that  some  of  them  refer  to  actual  production  during  the  quarter 
without  adjustment  for  the  number  of  working-days.  Therefore, 
since  the  Easter  holidays  fell  in  the  second  quarter  in  1949 
but  in  the  first  quarter  in  1948,  the  performance  in  the  second 
quarter  of  1949  is  more  favourable  than  would  appear  from  the 
figures. 


Table  2 

SUMMARY  OF  INDICATORS  OF  PRODUCTION 


f 

! 

Europe,  including  Germany  <> 

Europe,  excluding  Germany  ** 

ben 
1948  j 

Item 

Average  J947  =  100 

1 

Average 

1938=100 

Average  1947  =  100 

Average 
1938  =  100 

1948 

1949 

1949 

1948 

1949 

1949 

rise  1 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

Second 

quarter 

First 

quarter 

Second 

quarter 

Third 

quarter 

Founh 

quarter 

First 

quarter 

Second 

quarter 

Second 

quarter 

ro- 1 
iOD^ 

leneral  index  of  industrial 
•  production  be . 

113 

116 

114 

125 

130 

134 

115 

112 

114 

109 

119 

121 

125 

128 

ary 

^oal . 

108 

110 

108 

112 

119 

116 

92 

107 

no 

105 

108 

115 

112 

99 

idi- 

Electric  power . 

113 

106 

107 

121 

121 

115 

146 

111 

106 

105 

118 

116 

no 

157 

;ral 

ive 

is 

Lrude  steel . 

120 

127 

131 

140 

150 

152 

105 

116 

122 

120 

,  127 

135 

134 

139 

ir’gineering  industries  r  .  . 

115 

121 

117 

134 

140 

145 

116 

114 

119 

no 

124 

127 

132 

140 

Motor  vehicles*  : 

Passenger . 

123 

136 

129 

143 

169 

192 

99 

121 

133 

124 

134 

156 

174 

113 

ent 

Commercial . 

115 

119 

117 

144 

150 

157 

207 

113 

118 

no 

133 

137 

144 

222 

red 

Cheniica!  industries  r  .  .  . 

116 

121 

123 

132 

135 

138 

117 

116 

121 

116 

124 

126 

128 

148 

red 

Textile  industries*:  .... 

113 

116 

112 

126 

130 

134 

100 

112 

114 

105 

118 

120 

122 

105 

5  ""•■"3  bricks*: . 

96 

112 

152 

141 

105 

,  132 

69 

97 

no 

136 

124 

96 

112 

66 

di- 

Cement . 

102 

124 

135 

127 

119 

155 

1 

107 

1 

99 

119 

125 

115 

108 

138 

123 

! 

not 

fact 

lign 

/ed. 

Source  :  The  figures  are  derived  from  Tables  I  to  X  in  the  section 
“European  ^onomic  Statistics”. 

a  Figures  relate  to  present  territory  for  pre-war  and  post-war  years  and 
exclude  the  U.S.S.R. 

b  See  note  to  Table  1  in  this  article. 

c  The  index  numbers  are  based  on  a  sample  of  European  countries. 
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Germany.  On  the  other  hand,  there  was  a  remarkable 
fall  in  production  in  Belgium  and  Luxemburg,  so 
that  in  Europe  as  a  whole  (excluding  the  U.S.S.R.) 
there  has  been  only  a  slight  rise  compared  with  the 
previous  quarter.  The  decline  in  Belgium  and 
Luxemburg  is  largely  attributable  to  a  falling-off  of 
exports,  and  is  one  of  the  first  as  well  as  the  most 
important  example  in  post-war  years  of  a  cut  in  the 
production  of  basic  materials  owing  to  lack  of  export 
demand.  The  reduction  of  output  has  continued  month 
by  month,  and  in  July  production  in  Belgium  was  only 
67  per  cent  and  in  Luxemburg  74  per  cent  of  the  peak 
production  reached  in  March  this  year.  The  out¬ 
put  of  motor  vehicles  continued  its  swift  expansion, 
reaching  a  level  some  38  per  cent  higher  than  in 
the  second  quarter  of  1948.  In  the  engineering  indus¬ 
try  a  reduction  in  orders  on  hand  is  reported  from 
several  countries.  It  is  not  easy  to  judge  whether  this 
foreshadows  a  reduction  in  output  or  merely  reflects 
the  return  to  more  normal  market  conditions.  So 
far,  the  production  figures  available  have  continued 
to  present  a  favourable  picture,  especially  in  France, 
the  Netherlands  and  Austria.  An  important  exception 
is  Western  Germany,  where  expansion  seems  to  have 
stopped  at  a  level  not  much  above  60  per  cent  of  1938. 
The  quarterly  rate  of  increase  in  engineering  pro¬ 
duction  in  Western  Germany  since  the  monetary 
reform  has  been  as  follows  : 

Per  cent 


Second  quarter  to  third  quarter  1948 .  36 

Third  quarter  to  fourth  quarter  1948 .  28 

Fourth  quarter  1948  to  first  quarter  1949 .  15 

First  quarter  1949  to  second  quarter  1949  .  0 


The  reduction  of  Belgian  steel  output  is  not  the 
only,  although  it  is  the  most  spectacular,  example  of 
reduced  production  caused  by  a  shrinkage  of  exports 
to  overseas  markets.  The  difiiculties  encountered 
by  Scandinavian  countries  in  exporting  pulp  to  the 
United  States  have  led  not  only  to  sharp  price  cuts, 
but  also  to  some  restriction  of  output.  Similarly, 
the  Italian  textile  industry  is  meeting  stiffer  competi¬ 
tion  from  Japan  on  its  overseas  markets.  In  all  these 
cases  the  recovery  of  production  elsewhere  has 
removed  particular  scarcities  which  have  hitherto 
provided  extraordinary  outlets  for  European  exports. 
Generally  speaking,  it  seems  more  likely  that  further 
increases  in  production  will  be  limited  by  a  reduction 
in  exports  than  by  any  deficiency  of  internal  demand. 
The  figures  in  Table  3  show  the  extent  to  which 
exports  from  Europe  in  1949  have  failed  to  rise 
pari  passu  with  industrial  production. 


Table  3 


RELATIVE  MOVEMENT  OF  INDUSTRIAL  PRODUCTION 
AND  TOTAL  EXPORTS  OF  EUROPEAN  COUNTRIES 

Index  numbers 


Year  and 

Volume  indices : 

1938  =  100 

Export  index 
as  percentage 

Quarter 

Industrial 

production 

Total 

exports 

of  production 
index 

1948  I.. 

97 

78 

80 

II.. 

100 

88 

88 

III.. 

98 

89 

91 

IV.. 

108 

102 

94 

1949  I.. 

112 

102 

91 

II.. 

115 

103 

90 

\  _ 


Source ;  The  figures  have  been  derived  from  Tables  I  and  XV  in  the  section 
*'  European  Economic  Statistics 

Note.  —  The  production  and  the  trade  indices  refer  to  approximately  identical 
^oups  of  countries.  Poland  and  Greece  are  included  in  the  produc¬ 
tion  indices  but  not  in  the  trade  indices,  whilst  Switzerland,  Iceland 
Turkey  and  Portugal  are  included  in  trade  indices  but  not  in  the 
production  indices.  The  U.S.S.R.  is  excluded  from  both  seria. 


Agricultural  Production 


Owing  to  the  good  harvest  in  1948  and  increased 
supplies  of  imported  fodder,  supplies  of  both  vegetable  j 
and  animal  foods  improved  steadily  in  Europe  during  | 
the  first  half  of  1949,  and  food  rationing  has  recently  i 
been  partly  or  wholly  abandoned  in  several  countries. 
It  appears  from  Table  4  that,  for  seven  countries  for 
which  information  is  available,  milk  production 
during  the  first  half  of  1949  was  about  25  per  cent 
higher  than  in  the  first  half  of  1948. 

As  a  result  of  the  increased  supply  of  animal  pro¬ 
ducts,  an  important  change  in  the  volume  and 
direction  of  European  trade  in  these  commodities 
has  taken  place.  As  can  be  seen  from  Table  5,  the 
large  increase  in  export  availabilities  from  Denmark 
and  the  Netherlands  has  coincided  with  a  reduction 
in  the  import  requirements  both  of  continental  Western 
European  countries  (other  than  Germany)  and  of 
overseas  countries  owing  to  greater  home  production. 
Consequently,  the  bulk  of  exports  of  animal  products 
is  now  being  directed  to  the  British  market.  This 
has  placed  the  United  Kingdom  in  a  favourable 
bargaining  position  which  has  already  resulted  in 
downward  revisions  of  the  contract  prices  for  Danish 
butter  and  bacon  for  delivery  after  1  October  1949  and 
1  January  1950,  respectively. 

The  outlook  for  the  harvest  in  1949  was  very  pro¬ 
mising  in  the  first  half  of  the  year,  but  the  summer 
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Table  4 


OUTPUT  OF  ANIMAL  FOOD  PRODUCTS 
Index  numbers :  First  six  months  1947  =  100 


[ - 

1 

Milk 

Butter 

Cheese 

Meat 

1  Country 

First  six  months 

First  six  months 

First  six  months 

First  six  months 

1948 

1949 

1948 

1949 

1948 

1949 

1948 

1949 

V  Czechoslovakia" . 

83 

101 

94 

144 

94 

no 

64 

66 

Denmark . 

94 

no 

90 

114 

107 

102 

83 

103 

;;  Germany  :  Western  Zones.  .  . 

83" 

116" 

11b 

1186 

91  b 

135  6 

I'  Ireland . 

114 

150 

1  Netherlands . 

117 

157 

125 

162 

138" 

226" 

1  Norway . 

117 

139 

113 

154 

117 

181 

1  Sweden " . 

95 

101 

88 

97 

102 

119 

P  Switzerland . 

109 

140 

United  Kingdom . 

109 

122 

113 

203 

166 

333 

87 

112 

Total  of  above  (  r  ^947  =100) 

96 

118 

89 

122 

111 

153 

countries  )  (1938  e=  100) 

71 

87 

61 

83 

80 

111 

t.  Source :  United  Nations  Monthly  Bulletin  of  Statistics  and  national  sta-  c  The  index  is  based  on  output  in  the  full  year  1938  (expressed  at  half* 

tistics.  yearly  rates).  The  figures  for  Germany  and  Czechoslovakia  included  in  the 

i|  a  January-May.  index  are,  however,  based  on  1937  and  1936  respectively. 

Bb  January-April. 

I 

Table  5 

EXPORTS  OF  ANIMAL  FOOD  PRODUCTS «  FROM  DENMARK  AND  THE  NETHERLANDS 

BY  AREA  OF  DESTINATION 

Millions  of  dollars 


Area  of  destination 

1948 

1949 

1 

First 

Quarter 

Second 

Quarter 

First 

Quarter 

Second 

Quarter 

United  Kingdom . 

37.2 

43.4 

61.8 

100.5 

Germany  and  Eastern  Europe . 

13.3 

4.1 

6.2 

19.7  6 

Other  European  countries . 

25.7 

30.0 

39.6 

24.0 

Overseas  countries . 

5.7 

9.4 

21.0 

15.2 

Total  . 

81.9 

86.9 

128.6 

159.4 

Source :  Monthly  trade  returns  of  Denmark  o  Excluding  live  animals,  fish  and  fish  products, 

and  the  Netherlands.  f,  of  which  Germany  11.2. 
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drought  has  affected  spring  grains,  pasture  and 
root  crops  in  a  number  of  countries.  The  main 
cereal  crops  have  not  been  too  seriously  affected, 
and  the  total  production  of  bread  grains  may  be 
only  about  5  per  cent  less  than  in  1948.  The  prospects 
for  later  crops,  mainly  potatoes,  seem  to  be  less 
favourable  and  it  is  unlikely  that  fodder  supplies 
during  the  winter  will  permit  a  continued  increase  in 
the  number  of  livestock. 

Economic  Stagnation  in  Western  Germany 

The  failure  of  Western  Germany’s  industrial  reco¬ 
very  to  carry  through  was  one  of  the  most  important 
features  of  the  economic  situation  in  Europe  in  the 
first  half  of  1949.  After  the  monetary  reform  of 
June  1948,  industrial  production  in  Western  Ger¬ 
many  rose  steadily  from  43  per  cent  of  the  1938 
level  in  the  second  quarter  of  1948  to  70  per  cent 
in  January  1949.^  At  the  same  time,  employers,  for 
whom  the  mark  again  had  real  value,  ceased  to  be 
willing  to  keep  men  on  their  books  unless  there  was 
work  for  them  ;  while  the  shortage  of  money  resulting 
from  the  reform  drove  many  people  to  register  for 
employment  who  had  previously  lived  in  idleness  or  by 
the  black  market.  Thus  the  official  figures  only  showed 
a  rise  in  the  number  of  employed  from  12,120,000 
at  the  end  of  June  to  12,370,000  at  the  end  of 
December,  while  unemployment  rose  from  440,000 
to  740,000.  In  December  the  figures  represented 
the  real  position  accurately  enough,  whereas  in  June, 
owing  to  the  widespread  concealed  unemployment, 
they  had  been  extremely  misleading. 

In  1949  industrial  production  has  risen  haltingly 
from  72  per  cent  of  the  1938  level  in  February  to 
nearly  75  per  cent  in  May,  and  the  average  for  the 
second  quarter  was  only  74  per  cent.  Industrial 
employment  has  remained  unchanged,  the  slight 
increase  in  production  being  accounted  for  by  an 
improvement  in  productivity.  At  the  same  time 
employment  in  building  has  declined  seriously,  and 
manpower  has  been  set  free  also  from  agriculture 
and  other  occupations  (mainly  administration)  while 
the  total  supply  of  labour  has  continued  to  increase. 
Consequently  unemployment  has  risen  steadily  even 
during  the  summer  months  when  a  seasonal  increase 
in  building  activity  could  normally  have  been  expected. 

^  However,  prior  to  monetary  reform,  production  was  not 
fully  covered  in  the  official  statistics,  and  the  recovery  after 
the  reform  may  therefore  be  over-stated. 


At  the  end  of  March  there  were  1,130,000  unemployed, 
and  at  the  end  of  June  1,240,000. 

Any  renewed  improvement  in  Western  Germany’s 
economic  condition  seems  likely  to  require  either  a 
revival  of  exports  or  arrangements  which  will  make 
possible  the  financing  of  building  and  other  long¬ 
term  investment  programmes.  The  present  foreign 
trade  position  is  that,  while  the  volume  of  imports 
has  regained  the  1936  level,  the  volume  of  exports 
is  less  than  50  per  cent,  and  that  of  exports  of  manu¬ 
factures  as  low  as  35  per  cent  of  1936.  Exports  rose  | 
steadily  until  May  this  year,  but  the  increasing  diffi-  * 
culties  which  all  European  countries  are  meeting  in  ' 
export  markets  makes  it  doubtful  whether  the  rate  i 
of  progress  can  be  long  maintained.  Both  in  June  | 
and  July  German  exports  were  lower  than  in  May.  [ 

On  the  investment  side,  there  seems  to  be  some 
relaxation  of  the  restrictive  credit  policy  followed 
hitherto.  Plans  are  taking  shape  for  the  large-scale 
financing  of  investment  through  credit  expansion, 
partly  by  the  release  for  this  purpose  of  ERP  counter¬ 
part  funds  ;  and  monetary  expansion  may  be  the 
only  way  in  which,  under  present  conditions,  a  fuller 
utilization  of  Germany’s  economic  resources  can  be 
achieved.  It  remains  to  be  seen,  however,  whether 
—with  the  present  tendency  in  Western  Germany 
towards  the  abolition  of  the  remaining  economic 
controls— such  an  expansion  can  be  effected  without 
an  inflationary  rise  in  prices. 

Prices 

In  most  countries  wholesale  prices  have  continued 
to  fall  during  the  quarter  under  review,  and  in  some 
of  them  the  decrease  between  March  and  June 
amounted  to  as  much  as  3  to  4  per  cent.  In  contrast 
to  this  general  tendency,  wholesale  prices  in  the  United 
Kingdom  went  up  by  5  per  cent,  owing  to  the  budget 
decision  to  abolish  subsidies  to  the  costs  of  transport¬ 
ing  iron  ore,  scrap  and  pig  iron,  and  to  limit  food 
subsidies.  Lately,  however,  this  rise  has  been  partly 
offset  by  a  considerable  reduction  in  the  prices  of 
non-ferrous  metals,  corresponding  to  the  fall  in  their 
United  States  prices,  and  steel  prices  in  Britain  have 
also  been  somewhat  reduced. 

In  Austria,  an  effort  has  been  made  to  balance 
the  public  budgets  through  the  abolition  of  sub¬ 
sidies  to  agricultural  products  and  coal,  and  through 
considerable  increases  in  the  rates  charged  for 
transport,  electricity  and  postal  services.  This  new 
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major  adjustment  of  the  price  structure,  the  third 
to  be  carried  through  since  1947,  has  resulted  in  an 
increase  of  the  wholesale  price  level  by  no  less  than 
27  per  cent  between  May  and  June.  At  the  same  time, 
the  cost  of  living  rose  by  19  per  cent  and  wages  by 
only  about  10  per  cent,  so  that  there  has  been  a 
considerable  fall  in  real  wages. 

Retail  prices,  as  measured  by  the  cost-of-living 
indices,  have  in  most  countries  fallen  less  than  whole¬ 
sale  prices,  and  in  some  they  have  even  risen  slightly. 
This  is  due  not  only  to  the  time-lag  between  whole¬ 
sale  and  retail  price  movements,  but  also  to  the  fact 
that  several  governments  have  taken  advantage  of 
the  general  falling  tendency  to  make  upward  adjust¬ 
ments  in  prices— mainly  rents  and  public  utility 
rates— which  had  previously  been  kept  at  an  arti¬ 
ficially  low  level  in  an  effort  to  limit  the  rise  in  the 
cost  of  living. 

The  somewhat  scanty  data  available  (see  Table  XIV) 
indicate  that  import  prices,  which  had  generally 
remained  unchanged  during  the  first  quarter  of  the 
year,  declined  during  the  second  quarter  ;  and  for 
some  countries,  notably  the  United  Kingdom,  the 
fall  was  significant.  Export  prices  have  on  the 
whole  remained  rather  stable.  The  outstanding 
exception  is  the  continued  fall  in  the  export  price 
of  Scandinavian  pulp.  A  few  other  export  prices 
were  revised  downwards,  of  which  the  most  important 
were  the  co-ordinated  cut  in  the  Norwegian,  Swedish 
and  Finnish  export  prices  for  paper,  and  a  moderate 
reduction  in  the  export  prices  of  Belgian  steel. 

Intra-European  Trade 

As  far  as  may  be  judged  by  the  data  available  for 
ten  Western  European  countries  (see  Table  XVI) 
the  value  of  intra-European  trade  rose  by  about 
5  per  cent  from  the  first  to  the  second  quarter  of 
1949.  This  increase  may  be  explained  partly  or 
perhaps  wholly  by  seasonal  influences  and  was  less 
than  one-third  of  the  expansion  which  occurred  during 
the  corresponding  periods  of  1948.  The  trade  during 
the  second  quarter  of  1949  nevertheless  reached  a 
level  approximately  17  per  cent  greater  in  value 
than  a  year  earlier. 

These  changes  refer  to  the  increase  in  both  exports 
and  imports  of  the  ten  countries  in  their  trade  with 
European  countries.  As  may  be  seen  from  Table 
XVI,  however,  there  was  a  substantial  difference 
in  the  movement  of  their  exports  and  imports,  the 
former  increasing  more  than  the  latter,  both 


as  compared  with  the  previous  quarter  and  as 
compared  with  the  second  quarter  of  1948.i  This 
difference  is  to  be  explained  chiefly  by  the  behaviour 
of  the  trade  of  the  ten  countries  with  the  Soviet 
Union  and  other  Eastern  European  countries,  exports 
to  Eastern  Europe  showing  a  fairly  steady  growth 
over  the  past  fifteen  months,  whereas  imports  from 
Eastern  Europe  were,  in  the  aggregate,  slightly 
smaller  in  the  second  quarter  of  1949  than  in  the 
previous  quarter.  The  cumulative  effect  of  these 
developments  was  that,  in  contrast  to  the  export 
surplus  in  favour  of  Eastern  Europe  during  1948, 
trade  between  the  two  areas  became  more  nearly 
balanced  in  the  second  quarter  of  1949  (after  allow¬ 
ance  for  freight  in  the  recorded  value  of  imports). 

In  addition  to  the  previously  noted  increase  in 
imports  into  Eastern  Europe  from  Western  sources, 
the  rise  in  intra-European  trade  during  the  second 
quarter  was  principally  accounted  for,  on  the  side 
of  imports,  by  the  United  Kingdom,  Western  Ger¬ 
many  and  France.  These  countries  together  increased 
their  purchases  by  16  per  cent  compared  with  the 
first  quarter  of  1949  and  by  30  per  cent  compared 
with  the  second  quarter  of  1948.  In  most  other 
European  countries  the  value  of  imports  from  Euro¬ 
pean  sources  declined  in  the  second  quarter  and, 
in  the  case  of  Belgium,  Switzerland  and  Sweden, 
the  level  was  very  much  below  that  of  a  year  earlier. 
These  were  the  only  Western  European  countries 
whose  trade  was  in  overall  balance  *  during  the 
second  quarter.  A  comparison  with  the  figures  for 
the  corresponding  quarter  of  last  year  reveals,  how¬ 
ever,  that  Sweden  and  Switzerland  have  arrived  at 
a  balanced  trade  through  a  reduction  of  their 
imports,  both  from  Europe  and  from  overseas.  The 
balance  in  Belgium’s  trade  was  achieved  as  the  joint 
result  of  reduced  imports  and  increased  exports,  but 
these  movements  have  been  confined  to  her  European 
trade.  Thus,  the  achievement  of  these  three  countries 
in  balancing  their  trade  has  not  come  about  through 
any  rise  in  their  exports  to  overseas  countries,  and 
its  effect  on  the  trade  position  of  Europe  as  a  whole 
has  been  mainly  the  negative  one  of  a  reduction  in 
their  imports  from  European  sources. 

^  In  their  trade  with  European  countries,  the  imports  of 
the  ten  Western  European  countries  covered  by  Table  XVI 
increased  in  value  by  only  4  per  cent  over  the  first  quarter  of 
the  year  and  by  about  12  per  cent  over  the  second  quarter  of 
1948,  whereas  their  exports  rose  by  7  per  cent  and  22  per  cent, 
respectively. 

*  After  allowance  for  the  diflFerence  between  c.i.f.  and  f.o.b. 
prices. 
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On  the  side  of  exports,  the  role  of  different  European 
countries  also  varied  widely.  French  exports  to  other 
European  countries  continued  the  vigorous  expansion 
which  began  in  the  latter  part  of  1948,  and  there  was 
also  a  large  further  increase  in  exports  from  Belgium. 
Exports  from  all  other  countries  except  Denmark 
rose  less  than  in  the  corresponding  period  last  year  ; 
and  in  the  case  of  the  United  Kingdom,  the  largest 
exporter  in  intra-European  trade  since  the  war, 
there  was  a  decline  of  $31  million  from  the  first  to 
the  second  quarter  of  1949  as  contrasted  with  an 
increase  of  $66  million  during  the  same  period  in 
1948.  This  brought  United  Kingdom  exports  to  other 
European  countries  back  to  a  level  only  slightly 
greater  than  it  was  a  year  earlier,  a  position  similar 
in  this  respect  to  that  of  Switzerland  and  Norway, 
but  in  sharp  contrast  with  that  of  most  other  European 
countries. 

Overseas  Trade 

The  slight  expansion  in  intra-European  trade  was 
not  accompanied  by  any  improvement  in  Europe’s 
trade  balance  with  the  rest  of  the  world.  For  the  ten 
Western  European  countries  for  which  figures  are 
given  in  Table  XVI,  imports  rose  from  $3,500  million 
in  the  first  quarter  to  $3,730  million  in  the  second, 
while  exports  fell  from  $2,330  million  to  $2,200  mil¬ 
lion.  The  quarterly  movements  in  the  adverse  trade 
balances  with  the  chief  overseas  areas  since  the 
beginning  of  1948  are  set  out  in  Table  6.  The  table 


shows  that  the  total  adverse  movement  of  over 
$350  million  in  the  second  quarter  of  1949  can  be 
divided  into  increases  of  $247  million  in  the  adverse 
balance  with  North  and  South  America,  $50  million 
with  the  overseas  Sterling  Area,  and  $66  million 
with  “other  overseas  countries”,  which  are  mainly 
the  colonies  of  continental  European  countries.  The 
increase  in  the  dollar  deficit  was  thus  about  two-thirds 
of  the  total  increase  in  the  adverse  balance  ;  and 
trade  with  the  United  States  itself  presented  the  worst  f 
picture  of  all,  for  there  the  adverse  balance,  which  f 
had  fallen  from  $829  million  in  the  first  quarter  of  ;j 
1948  to  $622  million  in  the  fourth,  rose  again  to 
$810  million  in  the  first  quarter  of  1949  and  to  no  less 
than  $961  million  in  the  second.  The  United  States  ^ 
was  the  only  one  of  the  main  groups  shown  in  Table  6 , 
with  which  Europe’s  adverse  balance  was  higher ; 
than  in  the  second  quarter  of  1948.  Among  the  | 
individual  European  countries,  far  the  greater  pan  j 
of  the  rise  in  the  adverse  trade  balance  is  accounted 
for  by  the  United  Kingdom,  Western  Germany  and 
Italy,  whose  adverse  balances  on  trade  outside  Europe 
rose  respectively  from  $304  million  to  $463  million, 
from  $227  million  to  $307  million,  and  from  $120 
million  to  $186  million.  All  three  are  countries  which 
have  already  been  heavily  dependent  upon  external 
dollar  assistance. 

As  already  mentioned,  about  two-thirds  of  the  rise 
in  Western  Europe’s  adverse  balance  of  trade  in  the 
second  quarter  of  1949  was  due  to  the  rise  in  imports. 


Table  6 

TRADE  BALANCE  OF  TEN  EUROPEAN  COUNTRIES  WITH  OVERSEAS  COUNTRIES  « 

Millions  of  dollars 


Item 

1948 

1949 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

!n  trade  with : 

United  States . 

-  829 

-  817 

-  753 

-  622 

-  810 

-  961 

Canada  . 

-  212 

-213 

-  192 

-  178 

-  131 

-  164 

Other  American  countries . 

-  383 

-  465 

-  397 

-  172 

-  127 

-  190 

Sterling  area . 

-  185 

-  156 

-  101 

+  6 

-  63 

-  113 

Other  countries . 

-  228 

-  146 

-  73 

-  181 

-  38 

-  104 

Total  overseas  countries . 

-1,837 

-1,797 

-1,516 

-1,147 

-1,169 

-1,532 

Source :  The  figures  are  derived  from  Table  XVI  in  the  section  “  European  a  As  exports  are  here  counted  f.o.b.  and  imports  c.i.f..  the  figures  do  not 
Economic  Statistics  agree  with  figures  published  in  the  Economic  Survey  of  Europe  in  1941 

where  both  exports  and  imports  were  counted  f.o.b. 
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Table  7 

INDEX  OF  EXPORT  VALUES  OF  TEN  EUROPEAN  COUNTRIES  BY  AREA  OF  DESTINATION 

Average  1948  =  100 


Area  of  destination 

1948 

1949 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

United  States . 

88 

95 

105 

112 

95 

71 

Canada  . 

82 

96 

101 

120 

112 

114 

Other  American  countries . 

84 

93 

94 

129 

114 

87 

Overseas  Sterling  Area . 

85 

96 

105 

114 

121 

124 

Other  overseas  countries . 

83 

109 

100 

109 

134 

131 

Total  overseas  countries . 

84 

99 

102 

115 

120 

113 

Source  :  The  figures  are  derived  from  Table  XVII  in 
the  section  **  European  Economic  Statistics 


Note.  —  The  indices  are  obtained  by  expressing  the  value  of  exports  in  1948  and 
1949  as  a  percentage  of  the  average  quarterly  value  of  exports  in  1948. 


Imports  rose  from  all  areas  specified  in  Table  XVI, 
except  Latin  America,  from  which  imports  declined 
further  to  less  than  two-thirds  of  their  value  in  the 
second  quarter  of  1948.  The  increase  in  imports 
from  non-European  sources  was  particularly  marked 
in  Western  Germany,  Italy  and  the  United  Kingdom 
and  only  in  Switzerland  and  Sweden  was  there  any 
reduction. 

As  shown  by  Table  XVI  and  Table  7,  the  decline 
in  Europe’s  exports  was  concentrated  on  exports 
to  the  United  States  and  to  Latin  America,  which 
fell  from  $192  million  to  $143  million  and  from 
$369  million  to  $280  million  respectively.  Exports  to 
Canada  and  the  Sterling  Area  rose  slightly,  and  to 
“  other  overseas  countries  ”  fell  slightly.  The  figures 
for  the  Sterling  Area,  however,  are  swollen  by  abnor¬ 
mal  exports  to  South  Africa  before  the  more  severe 
import  restrictions  which  had  been  announced  there 
were  due  to  come  into  force.  All  the  figures,  more¬ 
over,  contrast  strongly  with  the  sharp  and  sustained 
rise  in  exports  during  1948,  which  for  the  Sterling 
Area  and  “other  overseas  countries”  continued  into 
the  first  quarter  of  1949  ;  and  the  steep  decline  in 
exports  to  the  United  States  and  Latin  America 
illustrates  dramatically  the  general  diflSculties  which 

^  More  than  half  of  the  rise  in  the  United  Kingdom’s  imports 
from  overseas  was  accounted  for  by  increased  purchases  of 
cotton,  mainly  from  the  Sudan. 


Europe’s  exports  are  now  meeting  in  overseas 
markets. 

Western  Germany  and  Sweden  were  the  only 
countries  which  increased  their  total  exports  to  non- 
European  destinations  in  the  second  quarter  of  1949. 
Particular  movements  against  the  general  declining 
trend  were  an  increase  in  Dutch  exports  to  the  United 
States  (due  exclusively  to  very  large  shipments  of 
tin  in  June),  and  rises  in  Italian  exports  to  non-dollar 
markets,  which  partly  compensated  for  the  very  big 
decline  in  her  exports  to  the  Dollar  Area. 

Trade  in  Selected  Products 

It  appears  from  the  data  on  trade  in  selected  com¬ 
modities  presented  in  Table  XVII  and  from  the  sum¬ 
mary  figures  given  in  Table  8  that  the  increase  in 
Western  Europe’s  imports  was  spread  over  all  the 
commodity  groups  specified,  with  the  sole  exception 
of  grains,  where  the  favourable  harvest  of  1948  had 
reduced  import  requirements. 

The  increase  in  total  imports  of  coal  is  due  to  very 
large  imports  into  Italy  ;  on  the  other  hand,  Sweden 
has  imported  no  coal  from  Poland  since  May  owing 
to  disagreement  over  prices.  There  was  a  large  but 
temporary  increase  in  British  steel  imports,  mainly 
from  Belgium,  which  almost  offset  the  nearly  com¬ 
plete  stoppage  of  Belgian  steel  exports  to  the  United 
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Table  8 

VOLUME  OF  IMPORTS  OF  SELECTED  COMMODITIES 
FOR  EIGHT  EUROPEAN  COUNTRIES 


Index  numbers 


Commodity 

Second 
quarter  1949 
as  per  cent  of 
second 
quarter  1948 

Second 
quarter  1949 
as  per  cent  of 
first 

quarter  1949 

Cereals . 

94 

111 

Meat . 

105 

131 

Oilseeds  and  nuts . 

144 

100 

Coal  and  coke . 

107 

103 

Mineral  oil . 

104 

106 

Steel . 

106 

109 

Machinery  “ . 

108 

106 

Yarns  and  tissues . 

125 

111 

Source :  The  figures  are  derived,  from  Table  XVII  in  the  section  “  European 
Economic  Statistics 
a  Index  of  value. 


States.  Among  other  steel-producing  countries, 
exports  from  France,  Germany  and,  to  a  lesser 
extent,  Italy,  have  continued  to  expand. 

Although  trade  in  machinery  shows  more  uneven 
movements,  the  figures  seem  to  indicate  that  the  steady 
growth  in  European  exports  of  this  commodity  group 
is  coming  to  an  end  despite  the  continued  expansion 
of  exports  from  France  and  Germany. 

The  same  seems  to  be  more  or  less  true  of  te^ailes, 
although  exports  of  cotton  yarns  have  increased 
somewhat.  Also  in  the  case  of  France  and  Germany, 
exports  of  textiles  have  been  declining  in  contrast  to 
the  general  trend  of  exports  from  these  countries.  The 
two  hard-currency  countries— Belgium  and  Switzer¬ 
land— seem  to  be  doing  best  as  far  as  textile  exports 
are  concerned,  possibly  because  with  the  improve¬ 
ment  in  the  supply  position,  quality  and  price  have 
become  more  important  than  before. 
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THE  GOLD  AND  DOLLAR  DEFICIT  OF  THE  STERLING  AREA 


The  “  dollar  crisis  ”  of  the  Sterling  Area,  which 
manifested  itself  in  an  alarming  loss  of  reserves 
during  the  second  and  third  quarters  of  1949,  is 
one  of  the  most  critical  features  of  Europe’s  current 
economic  situation.  It  led,  on  18  September  1949, 
to  a  30  per  cent  devaluation  of  the  pound,  which  was 
followed  by  devaluation  of  other  currencies  of  the 
Sterling  Area  and  of  a  large  number  of  other  Euro¬ 
pean  currencies.  Though  the  loss  of  reserves  in  the 
second  and  third  quarters  of  1949  was  undoubtedly 
aggravated  by  the  widespread  expectation  of  the 
coming  devaluation  of  sterling,  there  can  be  no 
doubt  that,  contrary  to  previous  expectations,  the 
balance  of  payments  on  current  account  of  the 
Sterling  Area  with  the  Dollar  Area  has  also  seriously 
deteriorated  by  comparison  with  1948. 

In  the  present  article,  an  attempt  is  made  to  describe 
the  nature  of  the  changes  which  account  for  the 
Sterling  Area’s  dollar  deficit  and  to  identify  some 
of  the  relationships  in  which  major  readjustments 
appear  to  be  necessary  if  the  gold  and  dollar  deficit 
of  the  Sterling  Area  is  to  be  eventually  eliminated. 
Since  the  problem  originates  in  large  part  in  certain 
basic  changes  in  the  trade  and  payments  pattern 
within  the  Sterling  Area  and  between  it  and  other 
areas,  it  may  be  appropriate  to  analyse  first  the 
changes  in  the  constituent  items  of  the  balance  of 
payments  between  1938  and  1948  and  to  examine 
separately  the  causes  of  the  deterioration  between 
1948  and  the  current  year.  Information  at  present 
available  is  inadequate  for  a  complete  analysis  of 
the  trade  and  payments  position  of  the  Sterling  Area 
countries,  but  it  is  nevertheless  possible  to  gain 
considerable  insight  into  the  problem  by  an  examin¬ 
ation  of  data  derived  from  the  balance  of  payments 
statistics  of  the  United  States,  Canada  and  the  United 
Kingdom  and  from  trade  statistics. 

Balance  of  Payments  with  the  United  States  and 

Canada,  1938  and  1948 

Before  the  war,  when  the  major  currencies  were 
generally  convertible,  the  concept  of  a  balance  of 
payments  between  individual  pairs  of  countries  or 
“  currency  areas  ”  had  very  limited  economic  signifi¬ 
cance,  and  the  statistical  material  available  on  such 
bilateral  relationships  is  accordingly  scanty  for  pre¬ 


war  years.  It  is  nevertheless  possible  to  derive  from 
balance  of  payments  data  for  the  United  States  and 
Canada  rough  estimates  of  the  1938  balance  of  pay¬ 
ments  between  these  countries,  on  the  one  hand,  and 
the  United  Kingdom  and  the  “  Rest  of  the  Sterling 
Area  on  the  other  hand.  It  must  be  borne  in  mind 
that  1938  was  not  typical  of  the  immediate  pre-war 
period.  Owing  to  a  sharp  business  recession  in  the 
United  States  starting  in  late  1937,  United  States 
total  imports  fell  from  more  than  $3,000  million  in 
that  year  to  less  than  $2,000  million  in  1938,  while 
United  States  exports  were  more  nearly  maintained. 
The  dollar  position  of  the  Sterling  Area,  as  well 
as  that  of  other  countries,  accordingly  deteriorated 
markedly  from  1937  to  1938.  Similarly,  Canada 
had  a  larger  export  surplus  on  merchandise  account 
with  the  Sterling  Area  in  1938  than  in  earlier  years. 

The  current  account  deficit  of  the  whole  Sterling 
Area  with  the  United  States  and  Canada,  as  shown 
in  Table  1,  amounted  to  approximately  $525  million 
in  1938  (and  was  probably  much  larger  then  than  in 
earlier  years  for  the  reasons  indicated  above).  The 
greater  part  of  the  deficit— some  $450  million— was 
incurred  by  the  United  Kingdom,  whose  $600  million 
deficit  on  merchandise  trade  was  partly  offset  by 
income  from  investments,  shipping,  tourist  traffic  and 
other  services.  The  remainder  was  accounted  for 
mainly  by  the  trade  deficits  of  the  other  Sterling  Area 
countries  with  Canada  and  with  the  United  States, 
each  of  which  amounted  to  approximately  $40  million. 
In  other  years  of  higher  economic  activity  in  the  United 
States,  however,  the  Rest  of  the  Sterling  Area  had  a 
substantial  trade  surplus  with  the  United  States. 

Of  the  $525  million  deficit  of  the  Sterling  Area 
with  North  America  in  1938,  it  will  be  noted  that 
approximately  two-thirds  were  with  the  United  States 
and  one-third  with  Canada.  These  dollars  receipts 
by  Canada  from  the  Sterling  Area  were  thus  available 
to  cover  Canada’s  own  large  deficit  with  the  United 
States. 


1  In  accordance  with  British  usage,  the  expression  “  Rest 
of  the  Sterling  Area  ”  is  occasionally  employed  in  this  article 
to  designate  the  members  of  the  Sterling  Ai^  other  than  the 
United  Kingdom.  Membership  in  the  Sterling  Area  has  varied 
from  time  to  time,  but  includes  at  present  the  following  coun¬ 
tries  :  the  United  Kingdom,  Ireland,  Australia,  New  Zealand, 
India,  Pakistan,  Ceylon,  Union  of  South  Africa,  Northern  and 
Southern  Rhodesia,  the  Crown  Colonies,  Burma,  Iceland,  Iraq 
and  the  Mandated  Territories. 


-  12  - 

Table  1 


BALANCE  OF  PAYMENTS  ON  CURRENT  ACCOUNT 
OF  THE  UNITED  KINGDOM  AND  THE  REST  OF  THE  STERLING  AREA 
WITH  THE  UNITED  STATES  AND  CANADA,  1938  AND  1948 


Millions  of  dollars  in  current  prices  ;  ^ 


1938 

1948 

Country 

United  States 

1 

Canada 

United  States 
and  Canada 

! 

United  States 

1 

Canada 

United  States 
and  Canada 

United  Kingdom 

Merchandise,  net . 

Services,  net  c . 

-395  <» 
-f80<i 

-217 

+90 

-612 
+  170 

-273  0 
+96 

-416* 

-72 

Total,  current  account . 

-315 

-127 

-442 

-177 

-488 

-665 

Rest  of  Sterling  Area 

Merchandise,  net . 

Services,  net  ^ . 

-39 

_  d 

-40* 

-4 

-79 

-4 

-332 

-81 

-101  *« 
-28 

-433 

-109 

Total,  current  account . 

-39 

-44 

-83 

-413 

-129 

-542 

Total  Sterling  Area 

Merchandise,  net . 

Services,  net  . . 

-434 

+80 

-257 

+86 

-691 
+  166 

-605 
+  15 

-517 

-100 

-1,122 

-85 

Total,  current  account . 

-354 

-171 

-525 

-590 

-617 

i 

-1,207 

Source :  Canada  :  Canadian  Balance  of  International  Payments,  Dominion 
Bureau  of  Statistics. 

United  States  ;  Pre-war  :  United  States  foreign  trade  statistics 
and  Balance  of  Payments  Estimates. 

Post-war  :  Balance  of  Payments  Estimates,  United 
States  Department  of  Commerce. 

a  The  merchandise  figures  for  1938  which  were  obtained  from  the  United 
States  trade  statistics  may  not  be  strictly  comparable  with  the  1948  figures, 
which  are  adjusted  values  derived  from  the  Department  of  Commerce 
Balance  of  Payments  Estimates.  In  the  same  way,  the  1948  figures  for 
trade  balances  shown  in  this  table  ditfer  from  those  shown  in  Tables  3 
and  7,  which  are  derived  from  the  United  States  trade  statistics. 
b  The  figures  for  trade  balances  derived  from  the  Canadian  balance  of  pay¬ 
ments  are  adjusted  and  differ  from  the  corresponding  figures  in  Table  3, 
which  are  derived  from  the  Canadian  trade  statistics. 


c  Service  items  include  private  unilateral  transfers,  such  as  remittances  and 
emigrants’  funds.  This  departs  from  the  practice  in  previous  publications 
of  the  Economic  Commission  for  Europe. 
d  The  figure  is  an  estimate  based  on  approximate  1937  figures  from  the 
United  States  Department  of  Commerce,  which  show  a  British  surplus 
of  SI 03  million  and  a  deficit  of  the  Rest  of  the  Sterling  Area  of  $4  million. 
The  figures  for  the  United  Kingdom  have  been  adjusted  downward  by 
taking  into  account  the  changes  in  the  overall  balances  of  invisible  trans¬ 
actions  of  the  United  States  and  of  the  United  Kingdom  from  1937  to 
1938,  when  United  States  payments  both  for  frei^t  and  dividends  declined 
sharply  from  their  1937  level  owing  to  the  business  recession. 

e  The  1938  and  1948  figures  obtained  from  Canadian  sources  are  not  strictly 
comparable,  since  they  refer  in  1938  to  Empire  countries  and  in  1948  to 
the  Sterling  Area.  The  main  changes  in  1948  are  the  inclusion  of  Iraq 
and  the  exclusion  of  the  Sudan. 


Table  2 

BALANCE  OF  PAYMENTS  OF  STERLING  AREA  IN  1938  ON  CURRENT  ACCOUNT 

Millions  of  dollars  in  1938  prices 


Item  j 

United  j 

Kingdom 

Rest  of  the  1 
Sterling  Area  | 

Total 

Sterling  Area 

i 

In  transactions  with : 

1 

Other  Sterling  Area  countries . 

+550  ! 

-550  0 

United  States  and  Canada . 

-440 

-80 

-520 

Other  non-sterling  countries . 

-460 

+  180 

-280 

Total . 

-350 

-450 

-800 

Value  of  newly-mined  gold . 

- 

+550 

+550 

Total  (including  gold) . 

-350 

+  100 

-250 

Source  :  The  figures  are  derived  partly  from  Table  1,  panly  from  the  Economic 
Survey  for  1948  (Cmd.  7344). 


a  In  transactions  with  the  United  Kingdom. 
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The  relative  positions  of  the  United  Kingdom  and 
the  Rest  of  the  Sterling  Area  in  their  transactions 
with  one  another,  with  the  United  States  and  Canada, 
and  with  the  rest  of  the  world,, are  indicated  by  the 
figures  in  Table  2,  which  are  in  the  nature  of  rough 
approximations  only.  The  gold  production  of  the 
Sterling  Area  in  1938  amounted  to  $550  million  and 
was  thus  in  excess  of  the  net  dollar  payments  arising 
out  of  the  area’s  total  current  account  deficit  with 
the  United  States  and  Canada.  At  the  same  time, 
the  United  Kingdom  also  had  a  deficit  with  the  rest 
of  the  world  amounting  to  some  $460  million,  which 
was  only  partially  offset  by  the  surplus  of  the  Rest 
of  the  Sterling  Area. 

The  United  Kingdom’s  surplus  with  the  Rest  of 
the  Sterling  Area,  which  was  roughly  balanced  by 
the  value  of  gold  production  in  the  latter  area,  enabled 
the  United  Kingdom  to  make  use  of  this  gold  in 
settlements  with  third  countries.  The  United  King¬ 
dom’s  own  deficit  with  third  countries,  however, 
considerably  exceeded  this  amount  in  1938,  giving 
rise  to  a  liquidation  of  reserves  ;  British  gold  reserves 
fell  by  $636  million  in  the  year,  or  almost  twice  the 
value  of  the  current  account  deficit  of  the  United 
Kingdom,  indicating  a  net  capital  export,  largely 
in  the  form  of  short-term  capital  movements,  due  to 
fear  of  war  or  an  expectation  of  a  fall  in  the  exchange 
value  of  sterling.^ 

The  deterioration  in  the  Sterling  Area’s  current 
account  balance  with  the  United  States  and  Canada 
from  1938  to  1948,  which  is  shown  in  Table  1,  is 
attributable  to  adverse  developments  both  in  trade 
and  in  service  transactions.  Of  these,  the  net  shift 
in  receipts  from  services  was  of  less  quantitative 
importance,  but  nevertheless  accounted  for  more  than 
one-third  of  the  increase  in  the  current  account  deficit 
with  North  America.  The  deterioration  of  the  position 
on  services  by  roughly  $250  million  from  1938  to  1948 
included  a  sharp  fall  in  income  from  British  invest¬ 
ments  in  North  America,  because  of  a  substantial 
liquidation  of  these  investments  during  the  early  stages 
of  the  war,  and  an  increase  in  American  investment 
earnings  in  the  Sterling  Area  growing  out  of  new 
investment  operations  and  the  general  rise  in  prices. 
The  combined  effect  of  these  changes  was  that  the  pre¬ 


war  net  receipts  on  income  from  investment  of  more 
than  $100  million  were  replaced  by  a  small  negative 
balance  in  1948.  Of  still  greater  importance  was  the 
deterioration  in  the  shipping  position  by  roughly  $150 
million  as  a  result  both  of  heavier  outlays  by  British 
vessels  in  North  American  ports  and  the  greater 
dependence  on  United  States  and  Canadian  shipping 
services,  particularly  on  the  part  of  the  overseas 
Sterling  countries.  Travel  and  tourism  remained  in 
roughly  the  same  position  in  1948  as  in  1938  and 
provided  a  small  surplus  in  favour  of  the  Sterling  Area. 
Similarly,  the  position  on  miscellaneous  invisible 
transactions,  including  personal  remittances,  under¬ 
went  little  change  on  balance,  although  an  increase 
in  personal  remittances  from  the  United  States  (includ¬ 
ing  gift  packages)  of  some  $40  to  $50  million  was 
approximately  offset  by  transfers  of  funds  to  Canada 
by  emigrants  from  the  United  Kingdom  in  1948. 

The  major  part  of  the  deterioration  of  the  balance 
on  current  account,  however,  was  caused  by  the 
increase  in  the  Sterling  Area’s  total  deficit  in  current 
trade.  The  figures  in  Table  1  show  that  this  was 
mainly  caused  by  the  trade  of  the  other  Sterling 
countries  rather  than  by  that  of  the  United  Kingdom. 
The  deficit  on  merchandise  account  of  the  United 
Kingdom  rose  by  only  $77  million,^  which  is  the  net 
result  of  an  actual  fall  in  the  trade  deficit  with  the 
United  States  and  a  somewhat  larger  increase  in  the 
trade  deficit  with  Canada. 

The  adverse  trade  balance  of  the  Rest  of  the  Sterling 
Area  increased,  on  the  other  hand,  by  $378  million.® 
This  is  to  be  accounted  for  by  the  deterioration  in  the 
merchandise  balance  of  a  number  of  countries,  but 
principally  the  Union  of  South  Africa  and  India, 
which  was  only  partially  offset  by  the  improved 
position  of  Australia  and  West  Africa.  These  changes 
in  trade  are  analysed  in  more  detail  in  the  following 
section. 


Changes  in  the  Pattern  of  Trade 

The  increase  in  the  trade  deficit  of  the  Sterling  Area 
with  the  United  States  and  Canada  occurred  despite 
a  large  expansion  in  exports  to  both  of  these  countries 
after  the  war.  Table  3  indicates  that  the  total  volume 
of  exports  of  the  Sterling  Area  to  the  United  States 


^  In  previous  years,  British  gold  reserves  had  shown  a  rising 
trend — they  increased  by  over  $1,000  million  from  1935  to 
1938 — which  may  have  been  caused  in  part  by  net  capital 
inflow  into  the  Sterling  Area  in  that  period. 


*  These  figures  based  on  official  balance  of  payments  estimates 
differ  considerably  from  those  derived  from  the  unadjusted 
trade  statistics,  shown  in  Table  3. 


I 
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Table  3 


TRADE  OF  THE  STERLING  AREA  WITH  THE  UNITED  STATES  AND  CANADA,  1938  AND  1948 

Millions  of  dollars  in  current  f.o.b.  prices 


United  States 

Canada 

United  States  and  Canada 

Country 

1938 

1948 

1938 

1948 

1938 

1948 

Estimated  vol¬ 
ume  indices « 
1938  =  100 

United  Kingdom : 

Exports . 

118 

280 

119 

298 

237 

578  1 

130 

Imports . 

514 

637 

683 

854 

1.320 

70 

Rest  of  the  Sterling  Area  : 

Balance . 

-396 

-357 

-221 

-385 

-617 

-742 

Ireland . 

Exports . 

1 

3 

— 

— 

1 

3 

Imports . 

27 

37 

4 

9 

31 

46 

68 

Balance . 

-26 

-34 

-4 

-9 

-43 

Australia . 

Exports . 

9 

132 

9 

27 

18 

159 

433 

Imports . 

69 

114 

33 

38 

152 

71 

Balance . 

+  18 

-24 

-11 

-84 

+7 

New  Zealand . 

Exports . 

7 

33 

5 

12 

12 

45 

217 

Imports . 

23 

34 

16 

18 

39 

52 

64 

Balance . 

-16 

-1 

-11 

-6 

-27 

India  and  Pakistan  .  . 

Exports . 

58 

293 

8 

34 

66 

327 

144 

Imports . 

33 

314 

3 

42 

36 

356 

456 

Balance . 

+25 

-21 

+5 

-8 

-29 

Ceylon . 

Exports . 

16 

53 

4 

11 

63 

Imports . 

1 

19 

— 

2 

1 

21 

Balance . 

+  15 

+34 

+4 

+9 

+  19 

+42 

Malaya . 

Exports . 

112 

22 

122 

292 

156 

Imports . 

9 

82 

2 

9 

11 

91 

355 

Balance . 

+  188 

+8 

+  13 

+  111 

Union  of  South  Africa  . 

Exports . 

16 

137 

2 

4 

18 

141 

656 

Imports . 

491 

16 

83 

86 

574 

320 

Balance . 

-54 

-354 

-14 

-79 

-68 

-433 

West  Africa . 

Exports . 

10 

1 

15 

11 

122 

191 

Imports . 

5 

17 

— 

4 

5 

21 

Balance . 

+5 

+  1 

+  11 

+6 

Other . 

Exports . 

26 

79 

25 

51 

149 

139 

Imports . 

57 

246 

17 

81 

74 

327 

Balance . 

-31 

-167 

+8 

-11 

-23 

-178 

Total  excluding  the  United  Kingdom : 

Exports . 

255 

1  64 

195 

319 

1,302 

201 

Imports . 

294 

1,354 

91 

286 

385 

1,640 

199 

Balance . 

-39 

-247 

-27 

-91 

-66 

-338 

i 

Total  including  the  United  Kingdom : 

1 

1 

Exports . 

373 

1,387 

183 

493 

556 

1,880 

!  171 

Imports . 

808 

1,991 

431 

969 

1,239 

2,960 

i  no 

Balance . 

-435 

-604 

-248 

-476 

-683 

-1,080 

1 

! 

Source  :  United  States  and  Canadian  trade  statistics. 

a  The  volume  indices  for  trade  with  the  United  States  and  Canada  must 
be  regarded  as  estimates.  Imports  from  the  United  States  have  been 
deflated  by  using  the  “Unit  values  of  United  States  exports”  given  in 
Table  61  of  the  Economic  Survey  of  Europe  in  1948  and  by  combining 


them,  where  necessary,  to  deflate  the  sub-groups  given  in  United  States 
trade  statistics.  For  ex|}orts  to  the  United  States,  a  more  detailed  study 
of  the  composition  of  the  sub-groups  has  been  made  and  unit  values 
have  been  found  for  the  major  items  constituting  the  sub-groups.  The 
same  unit  values  have  been  u^  to  deflate  the  1948  values  for  trade  with 
Canada. 
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and  Canada  rose  by  some  70  per  cent,  as  a  rough 
approximation,  from  1938  to  1948  (although  it  must 
not  be  overlooked  that  1938  was  a  year  of  depression 
and  low  imports  in  the  United  States),  Most  of 
the  countries  of  the  Sterling  Area  participated  in  the 
increase,  which  included  manufactures  and  other 
goods  from  the  United  Kingdom  as  well  as  the  major 
staple  exports  of  the  overseas  Sterling  countries. 
The  growth  in  exports  to  the  United  States  and  Canada 
was  particularly  strong  in  wool,  tea  and  cocoa.  There 
was  a  smaller  increase  in  exports  of  rubber,  while 
exports  of  jute  and  tin  remained  at  about  the  pre-war 
level  (see  Tables  4  and  8). 

In  a  number  of  instances,  however,  these  increases 
in  exports  were  considerably  outweighed  by  the  rise 
in  the  volume  of  imports  from  the  United  States  and 
Canada.  This  was  not  true  of  the  United  Kingdom 
which,  in  line  with  its  policy  of  import  restriction, 
cut  its  purchases  from  the  United  States  in  1948 
very  sharply  to  about  60  per  cent  of  the  1938  volume 
and  held  imports  from  Canada  at  about  the  1938 
level.  Ireland,  Australia  and  New  Zealand  also 
reduced  their  imports  from  North  America.  Several 
other  overseas  countries  of  the  Sterling  Area,  on  the 
other  hand,  effected  very  large  increases  in  the  volume 
of  their  imports  from  the  United  States  and  Canada. 
Of  these  the  most  important  were  the  Union  of  South 
Africa  and  India  and  Pakistan,  where  the  volume  of 
imports  from  the  United  States  and  Canada  in  1948 
was  from  three  to  four  and  a-half  times  as  large  as 
in  1938.  There  were  also  equally  high  rates  of 
increase  in  Malaya,  Ceylon  and  other  overseas  Sterling 
countries,  but  in  absolute  size  these  were  less 
significant. 

In  addition  to  these  changes  in  the  volume  of 
exports  and  imports,  the  trade  balance  of  individual 
countries  was  also  affected  by  the  general  rise  in  prices 
and  by  the  varying  incidence  of  these  price  increases. 
In  the  case  of  the  United  Kingdom,  the  greater  increase 
in  import  than  in  export  prices  added  appreciably  to 
the  adverse  trade  balance.  For  the  Rest  of  the  Sterling 
Area  taken  as  a  group,  export  prices  appear  to  have 
risen  in  roughly  the  same  proportion  as  import  prices, 
leaving  the  terms  of  trade  about  the  same  as  in  1938. 
This,  however,  conceals  wide  variations  in  the  position 
of  individual  countries.  India  and  Pakistan,  taken 
together,  benefited  from  a  more  than  threefold  rise 
in  export  prices,  as  a  result  of  which  the  adverse 
merchandise  balance  in  current  prices  in  1948  was 


less  than  one-fifth  as  large  as  it  would  have  been  if 
export  prices  had  risen  no  more  than  import  prices. 
These  countries  were  thus  enabled  to  finance  a  vast 
increase  in  dollar  imports  without  a  proportionate 
increase  in  the  volume  of  exports,  although  despite 
this  advantage  their  pre-war  export  surplus  in  trade 
with  North  America  turned  into  a  deficit  in  1948. 
In  the  case  of  the  Union  of  South  Africa,  on  the 
other  hand,  export  prices  have  risen  by  only  about 
one- third.  As  a  result,  the  deficit  in  trade  with  the 
United  States  and  Canada  widened  enormously, 
although  the  volume  of  exports  rose  much  more  than 
the  volume  of  imports.^  In  Malaya,  net  dollar  earnings 
in  1948  were  considerably  larger  than  before  the  war, 
mainly  because  rubber  exports  rose  to  over  80  per 
cent  above  their  pre-war  volume.  In  the  case  of 
West  Africa,  on  the  other  hand,  the  doubling  in 
volume  of  its  main  export,  cocoa,  was  coupled  with 
a  sixfold  rise  in  export  prices  ;  this,  together  with  the 
continued  low  level  of  imports,  raised  the  export 
surplus  in  trade  with  North  America  from  a  negligible 
amount  before  the  war  to  $101  million  in  1948, 

The  nature  of  the  changes  in  imports  from  the 
United  States  by  countries  of  the  Sterling  Area  is 
shown  in  Table  5.  Apart  from  grain  imports  by 
India,  the  expansion  of  imports  into  overseas  Sterling 
countries  appears  to  have  been  chiefly  in  manufactured 
goods.  Machinery  and  vehicles,  chemicals,  and  metals 
and  manufactures  alone  accounted  for  more  than 
half  the  increase  of  1948  over  1938,  and  textiles 
(chiefly  manufactures)  made  up  an  additional  20  per 
cent.  Although  the  data  are  expressed  in  current  prices, 
it  may  be  roughly  estimated  that,  on  a  volume  basis, 
imports  from  the  United  States  into  India  and  Pakistan 
increased  five-  or  six-fold  in  machinery  and  vehicles, 
chemicals,  and  metals  and  manufactures.  Similar 
large  increases  in  imports  of  these  products  from  the 
United  States  occurred  in  South  Africa.  In  textiles, 
the  biggest  expansion  of  purchases  from  the  United 
States  took  place  in  South  Africa,  British  Malaya  and 
Ceylon.  On  the  other  hand,  after  allowance  for  the 
increase  in  prices  from  1938  to  1948,  there  would 
not  appear  to  have  been  any  significant  increase  in 
imports  from  the  United  States  into  Australia  and 
New  Zealand  of  any  of  the  commodities  shown  in 
Table  5. 

‘  Newly-mined  gold,  the  most  important  current  account 
item  in  the  Union  of  South  Africa’s  balance  of  payments,  is 
not  included  in  the  present  trade  figures. 


EXPORTS  OF  SELECTED  STERLING  AREA  COUNTRIES  TO  THE  UNITED  STATES  BY  COMMODITY  GROUPS, 

1938  AND  1948 


Millions  of  dollars  in  current  f.o.b.  prices 


- r 

■ 

- - - -  ■ 

Commodity  group 

1 

1 

i 

1 

Year  i 

United 

Kingdom 

Australia 

New  Zealand 

India 

and  Pakistan 

Ceylon 

Malaya 

Union  of 
South  Africa 

West  Africa  “ 

West  Indies 

Total  of 
countries  listed 
excluding  the 
United  Kingdom 

Total  of 
countries  listed 

includinir  the 
igVHM  W.  * ’.V-' 

Animals  and  animal  products. 

1938 

1 

1 

_  1 

2 

2 

edible . 

1948 

— 

1 

2 

— 

— 

— 

2 

- 

— 

5 

5 

Animals  and  animal  products. 

1938 

9 

4 

4 

5 

_ 

_ 

3 

1  1 

_ 

17 

26 

inedible . 

1948 

13 

15 

15 

21 

— 

1 

19 

6 

— 

77 

90 

Vegetable  food  products  and 

1938 

35 

— 

— 

8 

7 

— 

_ 

5 

3 

23 

58  i 

beverages  . 

1948 

44 

— 

1 

36 

24 

1 

— 

89 

5 

156 

200  } 

Vegetable  products,  inedible 

1938 

2 

— 

— 

4 

9 

78 

_ 

_ 

_ 

91 

93 

(except  fibres  and  wood)  .  . 

1948 

1 

1 

— 

23 

27 

196 

4 

1 

1 

253 

254 

Textile  fibres  and  manufactures 

1938 

30 

2 

2 

37 

— 

— 

— 

— 

— 

41 

71 

1948 

75 

98 

15 

197 

20 

— 

330 

405 

i 

Wood  and  paper . 

1938 

2 

— 

— 

— 

— 

— 

— 

— 

— 

2; 

1948 

4 

— 

— 

1 

— 

— 

— 

6 

— 

7 

11 

Non-metallic  minerals . 

1938 

5 

— 

1 

— 

— 

11 

— 

— 

12 

17 

1948 

14 

— 

— 

14 

1 

— 

80 

— 

1 

96 

110 

Metals  and  manufactures  .  .  . 

1938 

9 

1 

— 

2 

— 

33 

1 

2 

— 

39 

48 

1948 

33 

15 

— 

6 

— 

72 

11 

4 

— 

108 

141 

1938 

3 

3 

Machinery  and  vehicles  .... 

1948 

56 

_ 

— 

— 

— 

— 

— 

— 

— 

— 

«i 

Chemicals  and  related  products 

1938 

1948 

6 

12 

— 

_ 

— 

— 

— 

_ 

_ 

_ 

_ 

6 

12 

Miscellaneous . 

1938 

17 

— 

— 

1 

— 

1 

1 

— 

1 

— 

17 

1948 

28 

1 

— 

— 

— 

5 

33 

Total  value  of  merchandise  b 

1938 

118 

8 

7 

33 

57 

16 

111 

15 

8 

i  3 

1  ^ 

225 

343= 

1948 

280 

131 

299 

52 

271 

137 

106 

1,037 

1,317' 

Source :  United  States  trade  statistics.  b  Owing  to  the  rounding  up  to  the  nearest  million,  the  total  values  of  merchandise  do  not  corres- 

a  West  Africa  consists  of  the  Gold  Coast,  Nigeria  P®"**  United  States  trade  statistics. 

and  British  West  Africa.  c  These  totals  represent  92  per  cent  of  the  exports  of  all  Sterling  Area  countries  to  the  United  States 

in  1938  and  95  per  cent  in  1948. 


The  increase  in  imports  from  the  United  States 
into  the  overseas  Sterling  countries  does  not  appear 
to  have  been  attributable  to  any  general  shortfall  in 
the  supplies  available  from  the  United  Kingdom 
compared  with  pre-war. 


There  was,  in  fact,  a  substantial  increase  in  imports 
from  the  United  Kingdom  which  was  largely  made 
possible  by  heavy  drawings  on  the  sterling  balances 
acquired  by  members  of  the  Sterling  Area  during  the 
war,  and  by  capital  exports  from  the  United  Kingdom. 


4 


w 


Total  imports  from  the  United  Kingdom  into  the 
countries  listed  in  Table  5  rose  from  $767  million  in 
1938  to  $2,240  million  in  1948.  They  were  then 
little  short  of  double  the  pre-war  volume  of  goods 
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after  allowance  for  price  increases  and  were  also 
almost  twice  as  large  as  the  imports  of  these  countries 
from  the  United  States.  These  increases  in  imports 
from  the  United  Kingdom  were  spread  fairly  evenly 


Table  5 

IMPORTS  OF  SELECTED  STERLING  AREA  COUNTRIES  FROM  THE  UNITED  STATES  BY  COMMODITY  GROUPS. 

1938  AND  1948 


Millions  of  dollars  in  current  fo.b.  prices 


Commodity  group 

Year 

United  Kingdom 

Australia 

New  Zealand 

c 

3 

p 

0U 

•o 

c 

.3 

s 

c 

Malaya 

Hong  Kong 

Union  of 

South  Africa 

West  Indies 

Total  of  countries 
listed  excluding  the 
United  Kingdom 

Total  of  countries 
listed  including  the 
United  Kingdom 

Animals  and  animal  products. 

1938 

38 

1 

_ 

_ 

1 

2 

40 

edible . 

1948 

32 

1 

— 

2 

1 

1 

1 

3 

1 

16 

48 

Animals  and  animal  products. 

1938 

13 

_ 

1 

1 

— 

— 

— 

1 

— 

3 

16 

inedible . 

1948 

9 

— 

— 

1 

— 

— 

1 

7 

1 

10 

19 

Vegetable  food  products  and 

1938 

100 

_ 

1 

1 

— 

1 

2 

1 

1 

7 

107 

beverages . 

1948 

4 

— 

— 

67 

— 

1 

4 

13 

6 

91 

95 

Vegetable  products,  inedible 

1938 

123 

9 

2 

3 

— 

— 

2 

1 

1 

18 

141 

(except  fibres  and  wood)  .  . 

1948 

108 

15 

3 

11 

1 

1 

7 

7 

1 

46 

154 

1938 

50 

2 

4 

5 

2 

13 

63 

Textile  fibres  and  manufactures 

1948 

92 

11 

2 

18 

49 

7 

104 

5 

205 

297 

1938 

20 

2 

1 

1 

1 

1 

2 

2 

9 

29 

Wood  and  paper . 

1948 

27 

5 

2 

7 

1 

1 

5 

20 

3 

44 

71 

1938 

50 

13 

5 

3 

1  ! 

2 

5 

1 

30 

80 

Non-metallic  minerals . 

1948 

108 

19 

7 

25 

1 

1 

2 

4 

20 

3 

81 

189 

1938 

29 

5 

1 

3 

2 

3 

5 

2 

21 

50 

Metals  and  manufactures  .  .  . 

1948 

61 

12 

3 

31 

1 

4 

7 

40 

4 

102 

163 

1938 

63 

29 

11 

13 

3 

8 

43 

6 

113 

176 

Machinery  and  vehicles  .... 

1948 

136 

44 

13 

4 

11 

12 

231 

11 

431 

567 

1938 

15 

3 

1 

4 

1 

1 

2 

1 

13 

28 

Chemicals  and  related  products 

1948 

43 

6 

2 

38 

1 

3 

20 

20 

1 

91 

134 

1938 

14 

4 

1 

2 

1 

2 

3 

1 

14 

28 

Miscellaneous . 

1948 

18 

3 

2 

11 

— 

2 

14 

29 

4 

65 

83 

HI 

Hi 

68 

24 

35 

9 

21 

68 

18 

243 

758* 

Total  value  of  merchandise  “  . 

1948 

638 

116 

34 

316 

19 

81 

82 

494 

40 

1,182 

1,820* 

Source :  United  States  trade  statistics.  b  These  totals  represent  94  per  cent  of  the  imports  of  all  Sterling  Area  conn- 

a  Owing  to  the  rounding-up  to  the  nearest  miUion,  the  total  values  of  mer-  from  the  United  Sutes  in  1938  and  91  per  cent  in  1948. 

cbandise  do  not  correspond  to  totals  given  in  the  United  Sutes  trade 
sutisticsv 


throughout  the  area,  as  may  be  seen  from  the  follow¬ 
ing  summary  figures  given  in  current  values  : 

Imports  from 

United  United 

States  Kingdom 

(millions  of  dollars  in  current  prices) 


Australia  j 

(  1938 

69 

184 

[  1948 

114 

578 

New  Zealand  | 

1  1938 

23 

92 

1  1948 

34 

208 

1  1938 

33 

160 

India  and  Pakistan  _ 

[  1948 

314 

447 

Malaya  | 

(  1938 

9 

51 

[  1948 

82 

146 

Union  of  South  , 

1  1938 

70 

191 

Africa  1 

1  1948 

491 

485 

The  principal  increases  in  imports  from  the  United 
Kingdom  were,  moreover,  in  very  much  the  same 
commodity  groups  as  the  expansion  of  imports 
from  the  United  States,  especially  machinery  and 
vehicles,  textiles,  metals  and  manufactures,  and  che¬ 
micals.  Thus,  imports  of  machinery  and  vehicles 
from  the  United  Kingdom  in  1948  amounted  to 
$234  million  in  the  case  of  India  and  Pakistan  and 
to  almost  $200  million  in  the  case  of  South  Africa, 
representing  more  than  double  the  1938  volume  in 
the  first  instance  and  some  180  per  cent  of  the  1938 
volume  in  the  second.  The  large  increase  in  imports 
of  American  manufactures  into  Sterling  Area  coun¬ 
tries  did  not  represent,  therefore,  a  substitution  of 
United  States  for  British  goods,  but  was  part  of  a 
general  increase  in  total  imports  of  these  products, 
even  after  allowing  for  the  virtual  absence  of  imports 
from  Germany  and  Japan  since  the  war. 

As  a  very  rough  approximation,  it  may  be  estimated 
that  if,  apart  from  extraordinary  grain  imports  by 
India  and  Pakistan,  imports  from  North  America 
into  the  overseas  Sterling  countries  had  remained 
at  the  1938  level,  these  countries  would  have  had 
a  total  dollar  surplus  of  more  than  $300  million  in 
1948  instead  of  a  deficit  of  more  than  $400  million 
in  trade  with  the  United  States  and  Canada.  The 
present  analysis  of  merchandise  trade  in  1948  between 
the  Sterling  countries  and  the  two  main  dollar  coun¬ 
tries  indicates  that  the  policy  of  rigid  economy  in 
dollar  expenditures  affected,  apart  from  the  United 
Kingdom,  chiefly  such  countries  as  Ireland,  Australia, 
and  New  Zealand,  which  before  the  war  had  a  deficit 
with  the  Dollar  Area  and  were  thus  directly  dependent 


on  the  Central  Dollar  Pool  for  financing  their  dollar 
imports.  Countries  like  India,  Malaya  or  Ceylon, 
which  were  net  dollar  earners  before  the  war,  increased 
the  volume  of  their  dollar  imports  considerably. 
This  sometimes,  as  in  the  case  of  India,  had  the  effect 
of  turning  a  surplus  into  a  deficit,  while  in  other 
cases  it  greatly  reduced  the  size  of  the  potential 
surplus.  In  the  case  of  the  Union  of  South  Africa, 
which  before  the  war  already  had  a  trade  deficit  with 
North  America,  the  possibility  of  using  its  gold 
production  and  accumulated  gold  reserves  for  settling 
accounts  directly  made  it  possible  to  finance  a  vast 
expansion  of  dollar  imports.  West  Africa  appears 
to  be  almost  the  sole  case  where  the  existence  of 
greatly  enlarged  dollar  earnings  was  coupled  with  a 
policy  of  economizing  dollar  imports,  thus  making  a 
maximum  contribution  to  the  Sterling  Area’s  dollar 
supplies. 

Other  Dollar  Requirements  in  1948 

The  deficits  on  current  account  with  the  United 
States  and  Canada,  which  have  been  discussed  up 
to  this  point,  accounted  for  only  a  part  of  the  gold 
and  dollar  settlements  made  by  Sterling  countries 
in  1948.  In  addition,  there  were  other  transactions 
with  North  America  which  required  settlement 
in  dollars  and  there  were  substantial  deficits  with 
other  hard-currency  countries  which  required  settle¬ 
ment  in  gold  and  dollars.  The  British  White  Paper 
on  the  balance  of  payments  ^  gives  an  estimate  of 
the  total  gold  and  dollar  requirements  of  the  Sterling 
Area  in  1948.  This  statement  differs  both  in  coverage 
and  in  classification  from  the  estimates  derived  from 
the  United  States  and  Canadian  sources  used  so 
far  in  this  analysis.  The  estimate  given  in  the  British 
White  Paper  is  not  restricted  to  current  transactions, 
but  includes  also  these  outward  capital  movements 
which  arise  out  of  previous  commitments,  or  else 
are  currently  authorized  for  general  economic  reasons. 
It  thus  attempts  to  measure  the  total  “  dollar  gap  ”, 
looked  upon  as  the  excess  of  aggregate  dollar  payments 
over  ordinary  dollar  receipts— /.e.,  excluding  items 
regarded  as  “  compensatory  financing  ”,  like  inter¬ 
governmental  loans  and  transfers  ;  it  is  therefore 
in  the  nature  of  a  “  cash  account  ”  of  the  Exchange 
Equalization  Account. 

^  Balance  of  Payments  of  the  United  Kingdom,  1946-1984 
(Cmd.  7648). 
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The  distribution  of  the  gold  and  dollar  deficit 
in  1948,  given  in  the  British  White  Paper,  is  as  follows 
(the  original  figures  have  been  converted  into  millions 
of  dollars)  : 

a.  Deficit  with  Dollar  Area  on  United  Kingdom  account  1,230 

b.  Deficit  with  Dollar  Area  on  Rest  of  Sterling  Area 

account .  181 

c .  Net  gold  and  dollar  settlements  with  other  (non-dollar) 

countries  on  whole  Sterling  Area  account  ....  348 

Total  ....  1,759 

It  should  be  noted  that  the  figures  relating  to  the 
deficit  of  the  Rest  of  the  Sterling  Area  are  less  com¬ 
prehensive  than  those  relating  to  the  current  account 
deficit  of  these  countries  with  the  United  States 
and  Canada,  as  shown  by  the  estimates  in  Table  1, 
largely  on  account  of  the  exclusion  of  the  deficit 
of  South  Africa.^  While  it  is  impossible  to  derive 
from  the  available  data  a  complete  estimate  of  the 
deficit  of  the  Rest  of  the  Sterling  Area  with  the 
Dollar  Area,  the  total  dollar  deficit  of  the  Rest  of 
the  Sterling  Area  (with  both  dollar  and  non-dollar 
countries)  may  be  placed  upwards  of  $900  million 
in  1948,  of  which  approximately  $580  million  was 
with  North  America  and  the  remainder  with  other 
dollar  or  non-dollar  countries. 


^  Following  the  agreement  of  October  1947,  the  Union  of 
South  Africa  withdrew  from  the  Dollar  Pool  and  thereafter 
settled  the  greater  part  of  its  dollar  deficit  by  direct  gold  ship¬ 
ments  to  the  United  States.  South  Africa  further  refunded  the 
London  Exchange  Equalization  Account  in  gold  for  other 
settlements  made  through  the  Pool  on  South  African  account. 
These  transactions  are  not  included  in  the  figure  of  SI 81  million 
given  in  the  White  Paper  for  the  net  deficit  of  the  Rest  of  the 
Sterling  Area  with  all  Dollar  Area  countries. 

A  minimum  estimate  of  the  total  gold  and  dollar  deficit  of  the 
Rest  of  the  Sterling  Area  with  all  countries  can  be  obtained 
by  adding  to  the  White  Paper  figures  certain  other  transactions, 
as  follows  : 

(Millions 
of  dollars) 

Deficit  of  the  Rest  of  the  Sterling  Area  with  the  Dollar  Area.  .  .  181 

South  African  deficit  settled  by  the  sale  of  newly  mined  gold.  .  .  400 

South  African  deficit  settled  by  withdrawals  from  gold  reserves 
(total  decline  in  gold  reserves  reported  by  the  Reserve  Bank  of 

South  Africa . $S79 

less  gold  loan  to  the  United  Kingdom . $322)  257 

Tqtal .  838 

This  figure  includes  the  total  dollar  deficit  of  the  Union  of 
South  Africa,  with  the  possible  exception  of  a  small  decrease 
in  dollar  balances,  including  settlements  through  London 
with  non-Dollar  Area  countries.  It  is  not,  however,  complete 
for  the  other  countries  of  the  Rest  of  the  Sterling  Area  ;  there 
remains  the  item  of  $348  million  for  gold  and  dollar  settlements 
by  the  Sterling  Area  as  a  whole  (excluding  South  Africa)  with 
non-dollar  countries,  which  cannot  be  distributed  between  the 
United  Kingdom  and  the  Rest  of  the  Sterling  Area.  Taking 
also  into  account  dollar  payments  for  oil  not  included  in  the 
figure  of  $838  million  (see  footnote  2  on  this  page)  an 
estimate  of  $9(X)  million  for  the  total  dollar  deficit  of  the  Rest  of 
the  Sterling  Area  would  appear  to  be  on  the  conservative  side. 


On  the  other  hand,  the  figures  showing  the  deficit 
of  the  United  Kingdom  with  the  entire  Dollar  Area 
shown  in  the  British  statement  include,  apart  from 
settlement  with  other  American  account  countries, 
certain  capital  and  other  transactions  not  included 
in  the  estimate  of  the  current  account  deficit  of  the 
United  Kingdom  with  the  United  States  and  Canada 
given  in  Table  1.  Most  of  these  are  capital  transactions 
such  as  the  repayment  of  $1(X)  million  on  United 
States  and  Canadian  loans  in  the  course  of  1948. 
In  addition,  the  United  Kingdom  deficit  with  the 
entire  Dollar  Area,  given  in  the  British  estimate, 
includes  payments  for  equipment  purchased  in  the 
United  States  by  British  Oil  Companies  for  investment 
in  various  parts  of  the  world.  The  British  White 
Paper  also  allocates  to  the  United  Kingdom  the 
whole  of  the  British  Oil  Companies’  production 
expenditure  in  dollars.^  Owing  to  these  differences, 
it  is  not  possible  to  derive  the  United  Kingdom’s 
dollar  deficit  with  other  dollar  countries  from  a 
comparison  of  the  British  figures  with  the  American 
and  Canadian  balance  of  payments  estimates. 

Taking  into  account  other  available  indications 
of  the  size  of  the  deficit  with  other  dollar  and  non¬ 
dollar  countries,  it  is  possible,  however,  to  construct 
a  rough  picture  of  the  orders  of  magnitude  and  of 
the  distribution  of  the  aggregate  gold  and  dollar 
requirements  of  the  Sterling  Area.  If  account  is 
taken  of  that  part  of  the  dollar  gap  of  the  Sterling 
Area  which  was  not  covered  out  of  the  Central 
Dollar  Pool  (i.e.,  gold  shipments  by  South  Africa), 
the  total  dollar  gap  in  1948  was  some  $2,400  million, 
broadly  distributed  as  follows  :  ^ 


United 

Rest  of 

Total 

Kingdom 

Sterling  Area 

Sterling  Area 

(Millions  of  dollars) 

United  States  .  .  . 

.  (400) 

450 

(850) 

Canada  . 

,  .  550 

130 

680 

Other  dollar  and  non- 

dollar  countries  . 

.  .  (550) 

(320) 

(870) 

1,500 

900 

2,400 

The  surprising 

feature 

of  this  estimate  is  that 

only  about  a  third  of  the  total  dollar 

gap  appears 

*  In  fact,  a  considerable  part  of  this  output  serves  the  need 
of  the  Rest  of  the  Sterling  Area  and  the  corresponding  payments 
are  properly  chargeable  to  the  account  of  other  Sterling  Area 
countries.  To  this  extent  the  White  Paper  over-estimates  the 
proportion  of  the  Sterling  Area  deficit  which  is  attributable 
to  the  United  Kingdom. 

®  The  figures  in  brackets  should  be  treated  with  special 
caution,  as  they  are  derived  from  indirect  evidence. 
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to  have  arisen  in  connection  with  transactions  with 
the  United  States.  By  far  the  greater  part  of  the 
dollar  payments  was  made  to  other  dollar  or  non¬ 
dollar  countries,  which  were  thus  enabled  to  maintain 
their  own  deficit  with  the  United  States. 

The  estimate  also  indicates  the  radical  change 
in  the  gold  and  dollar  position  of  the  overseas  Sterling 
countries  between  1938  and  1948.  Before  the  war, 
gold  production  in  these  countries  was  larger  than 
the  current  account  deficit  of  the  entire  Sterling 
Area  with  the  United  States  and  Canada,  and  in 
addition  the  Rest  of  the  Sterling  Area  had  a  small 
export  surplus  in  merchandise  trade  with  other 
non-sterling  countries.  In  1948,  by  contrast,  the 
gold  production  of  the  overseas  members  of  the 
Sterling  Area  had  declined,  because  of  increased 
costs,  to  something  less  than  $500  million  and  was 
probably  not  much  more  than  half  as  large  as  the 
total  gold  and  dollar  settlements  made  by  or  on 
behalf  of  these  countries  to  all  other  countries  outside 
the  Sterling  Area.^  As  indicated  by  the  estimates 
already  given,  this  reversal  of  the  position  was  very 
largely  attributable  to  the  extraordinary  unbalance 
which  developed  during  the  year  in  the  trade  of  the 
principal  gold  producer.  South  Africa,  which  alone 
had  a  current  account  deficit  of  nearly  $700  million 
with  countries  outside  the  Sterling  Area  and,  in 
addition,  a  deficit  with  the  Sterling  Area  well  in 
excess  of  capital  transfers  from  the  United  Kingdom, 
which  may  be  estimated  at  $300  million  during  the 
year.2 

By  contrast,  the  United  Kingdom’s  deficit  with 
the  United  States  and  Canada  shows  an  increase, 
which,  even  when  capital  transactions  are  taken 
into  account,  is  not  more  than  in  proportion  to  the 
rise  in  prices  since  the  war.  In  fact,  as  is  evident 

1  The  gold  loan' of  $322  million  made  by  the  Union  of  South 
Africa  to  the  United  Kingdom  in  February  1948  (and  since 
repaid  in  sterling)  constituted  a  temporary  return  to  the  pre-war 
pattern,  since  in  effect  it  amounted  to  a  sale  of  gold  against 
sterling  compensating  the  sterling  deficit  of  South  Africa. 

*  The  I.M.F.  Balance  of  Payments  Yearbook  gives  an  estimate 
of  $303  million  for  the  first  nine  months  of  1948.  The  capital 
inflow  had  virtually  stopped  in  the  last  quarter.  The  fact  that 
the  commodity  prices  have  approximately  doubled  since  1938, 
while  the  dollar  price  of  gold  has  remained  unchanged  should, 
of  course,  be  taken  into  account,  when  the  position  of  South 
Africa  is  appraised.  The  attainment  of  post-war  equilibrium 
in  foreign  transactions  would  have  entail^  a  sharp  reduction 
in  the  pre-war  volume  of  imports,  or  an  extraordinary  expansion 
in  the  pre-war  volume  of  exports.  This  factor  does  not,  however, 
alter  the  fact  that  the  major  part  of  South  Africa’s  deficit  occurs 
now  in  transactions  with  the  Dollar  Area,  whereas,  before  the 
war,  it  occurred  with  the  United  Kingdom. 


from  Table  1,  the  volume  of  goods  exchanged  in  S 
1948,  if  reckoned  in  1938  prices,  would  have  resulted 
in  a  large  decrease  in  the  United  Kingdom’s  deficit 
on  current  account  with  the  United  States  and  i 
Canada. 

The  figure  of  $550  million  shown  in  the  table  as 
the  deficit  of  the  United  Kingdom  with  other  dollar 
and  non-dollar  countries  appears,  on  the  other 
hand,  extremely  large.  Almost  half  of  it  Would  appear 
to  be  accounted  for  by  oil  transactions.  Thus,  the 
United  Kingdom  imported  oil  and  petrol  to  the 
value  of  $240  million  from  the  Netherlands  West 
Indies,  which  was  actually  produced  in  Venezuela 
and  only  processed  in  Curasao,  and  hence  gave 
rise  to  considerable  production  costs  and  royalty 
payments  in  dollars.  Other  oil  transactions  in  the 
Middle  East  also  gave  rise  to  gold  and  dollar  payments.  | 
Among  other  items  entering  into  the  total  must  be  1 
reckoned  a  trade  deficit  of  the  United  Kingdom  of  \ 
some  $120  million  with  the  other  American  account 
countries  and  payments  to  Western  Europe  of  approxi¬ 
mately  $150  million,  most  of  which  are  accounted 
for  by  gold  shipments  to  Belgium  and  Switzerland. 

Trends  during  the  First  Half  of  1949 

While  the  Sterling  Area’s  deficit  on  current  account 
with  North  America  in  the  first  quarter  of  1949, 
as  given  in  Table  6,  showed  some  improvement  over 
the  1948  quarterly  average,  a  sharp  deterioration 
set  in  during  the  second  quarter  and  led  to  a  renewed  ! 
drain  on  the  gold  and  dollar  resources.  The  increase 
in  the  deficit  arose  mainly  in  relations  with  the  United 
States  with  which  the  total  deficit  of  the  Sterling 
Area  as  a  whole  increased  from  $105  million  to 
$276  million,  the  larger  part  of  the  increase  being 
accounted  for  by  the  United  Kingdom. 

The  increase  in  the  deficit  both  of  the  United 
Kingdom  and  the  Rest  of  the  Sterling  Area  was  made 
up  almost  equally  of  a  rise  in  imports  from  the  United 
States  and  a  decline  in  exports  to  the  United  States, 
as  is  shown  in  Table  7.®  As  most  other  countries  also 
experienced  a  similar  setback  in  the  value  of  their 
exports  to  the  United  States,  the  decline  can  be 
largely  explained  in  terms  of  falling  demand  and 
falling  commodity  prices  in  the  United  States.  The 


*  The  figures  in  Table  7,  which  are  based  on  United  States 
trade  statistics,  are  not  comparable  with  those  in  Table  6,  which 
are  based  on  United  States  Department  of  Commerce  balance 
of  payments  estimates. 


Table  6 


BALANCE  OF  PAYMENTS  ON  CURRENT  ACCOUNT  OF  THE  UNITED  KINGDOM  AND  THE  REST  OF  THE 
STERLING  AREA  WITH  THE  UNITED  STATES  AND  CANADA,  1948  AND  1949 
Millions  of  dollars  in  current  prices 


1948 

1949 

1948 

Half- 

1949 

First 

Quarterly  average 

First  quarter 

Second  quarter 

yearly 

average 

half- 

year 

United 
States  « 

Canada 

United 

States 

and 

Canada 

United 
States  4 

Canada 

United 

States 

and 

Canada 

United 
States  “ 

Canada 

United 

States 

and 

Canada 

United  States  and 

Canada 

United  Kingdom 

Merchandise,  net  . . 

-68 

-104 

-172 

-67 

-86 

-153 

-144 

-no 

-254 

-344 

-407 

Services,  net . 

-1-24 

-18 

+6 

-f37 

-12* 

+25 

+22 

-17* 

+5 

+  12 

+30 

Total,  current 

account  .... 

—44 

-122 

-166 

-30 

-98 

-128 

-122 

-127 

-249 

-332 

-377 

Rest  of  Sterling  Area 

Merchandise,  net . . 

-83 

-25 

-108 

-65 

-30 

-95 

-140 

-36 

-176 

-216 

-271 

Services,  net . 

-20 

-7 

-27 

-10 

-3* 

-13 

-14 

-5* 

-19 

-54 

-32 

Total,  current 

account  .... 

-103 

-32 

-135 

-75 

-33 

-108 

-154 

-41 

-195 

-270 

-303 

Total,  Sterling  Area 

Merchandise,  net  . . 

-151 

-129 

-280 

-132 

-116 

-248 

-284 

-146 

-430 

-560 

-678 

Services,  net . 

+A 

-25 

-21 

+27 

-15 

+  12 

+8 

-22 

-14 

-42 

-2 

Total,  current 

account  .... 

-147 

-154 

-301 

-105 

-131 

-236 

-276 

-168 

-444 

-602 

-680 

Source :  United  States  :  Balance  of  Payments  Estimates,  Department  of  a  The  trade  figures  shown  in  this  table  are  adjusted  values  taken  from  the 
Commerce.  Balance  of  Payments  Estimates  of  the  United  States  Department  of  Com- 

Canada  :  Canadian  Balance  of  International  Payments,  Domi-  They  the  corresponding  figura  in  Table  7.  which  are 

nion  Bureau  of  Statistics.  based  on  the  Umted  States  foreign  trade  statisucs. 

Note — For  1949,  trade  statistics  of  Canada  and  the  United  Kingdom  have  b  In  the  absence  of  any  data  for  Canada,  the  same  movement  in  invisibles 
been  adjusted  to  an  f.o.b.  basis.  ^  has  been  assumed  as  is  shown  by  the  United  States  figures. 

sharp  decline  of  $23  million,  or  35  per  cent,  in  the  of  1949.  In  the  case  of  cocoa,  the  volume  of  exports, 

United  Kingdom’s  exports  to  the  United  States  during  which  had  been  abnormally  high  in  the  first  quarter 

the  quarter  occurred  chiefly  in  sales  of  motor-cars,  of  1949  in  relation  to  the  1948  average,  showed  a 

agricultural  tractors  and  linen  piece-goods  and  40  per  cent  drop,  though  still  remaining  well  above 

reflected  the  supply  position  in  the  American  market.  the  1948  average  ;  this  drop  largely  accounts  for  the 

Exports  of  the  Rest  of  the  Sterling  Area  to  the  United  falling-off  of  West  African  total  exports  from  $41  mil- 

States  declined  by  $46  million,  or  17  per  cent  (see  lion  to  $20  million.  Owing  to  the  substantial  fall  in 

Table  7),  and  were  the  consequence  of  falling  prices  cocoa  prices,  the  value  of  exports  was  lower  in  the 

as  much  as  of  a  falling  volume  of  sales.  Among  second  quarter  of  1949  than  the  1948  rate.  Jute 

the  staple  commodities  which  form  the  bulk  of  such  exports  from  India  and  Pakistan,  which  had  risen 

exports,  rubber  sales  from  Malaya  to  the  United  in  the  first  quarter  of  1949,  fell  again  to  somewhat 

States,  which  are  shown  in  Table  8,  declined  by  below  the  average  for  1948.  Wool  exports  from 

25  per  cent  from  the  first  to  the  second  quarter,  Australia  had  already  declined  in  the  first  quarter 

continuing  a  trend  that  had  already  begun  at  the  end  of  1949  and  showed  a  further  drop  of  over  40  per 

of  1948  ;  there  was  also  some  weakening  in  rubber  cent  in  the  second  quarter  ;  wool  prices  also  fell, 

prices.  On  the  other  hand,  the  volume  of  tin  exports  As  a  consequence,  Australian  exports  to  the  United 

increased  by  40  per  cent,  at  stable  prices,  thus  more  States  decreased  from  $30  million  to  $19  million  in 

than  overcoming  the  temporary  fall  in  the  first  quarter  the  first  two  quarters  of  1949. 
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Table  7 

TRADE  OF  THE  STERLING  AREA  WITH  THE  UNITED  STATES,  1948  AND  1949 
Millions  of  dollars  at  current  f.o.b.  prices 


1 

1948 

1949 

Country 

Quarterly 

average 

First  quarter 

Second  quarter 

United  Kingdom : 

Exports . I 

70 

66 

43 

Imports . ; 

159 

173 

214 

Rest  of  Sterling  Area  : 

Ireland . 

Balance . 

-89 

-107  i 

-171 

Exports . 1 

1 

! 

1 

Imports . 

9 

11 

21 

Balance . 

-8 

-10  1 

-21 

Australia . 

Exports . ! 

33 

30 

19 

Imports . ; 

29 

43 

36 

Balance . ! 

+4 

-13 

-17 

New  Zealand . 

1 

.  Exports . 1 

8 

3 

5 

Imports . 

9 

9 

10 

Balance . 

-1 

-6 

-5 

India . 

.  Exports . 

67 

67 

61 

Imports . 

74 

88 

89 

Balance . 

-7 

-21 

-28 

Pakistan . 

.  Exports . 

6 

11 

11 

Imports . 

4 

10 

15 

Balance . 

+2 

+  1 

-4 

Ceylon . 

Exports . 

13 

11 

10 

Imports . 

5 

6 

6 

Balance . 

+  8 

+5 

+4 

Malaya . 

.  Exports . 

68 

56 

49 

Imports . 

21 

14 

9 

Balance . 

+47 

+42 

+40 

Union  of  South  Africa  . 

Exports . 

34 

26 

22 

Imports . 

123 

68 

85 

Balance . 

-89 

-42 

-63 

West  Africa . 

.  Exports . 

27 

41 

20 

Imports . 

4 

4 

3 

Balance . 

+23 

+37 

+  17 

Other . 

.  Exports . 

20 

24 

1  27 

Imports . 

62 

70 

;  69 

Balance . 

-42 

-46 

I  -42 

Total,  excluding  the  United  Kingdom 

Exports . 

'  277 

270 

224 

Imports . 

1  340 

i  323 

343 

Balance . 

I  -63 

-53 

-119 

Total,  including  the  United  Kingdom 

Exports . 

i 

1  347 

336 

267 

Imports . 

1  499 

496 

557 

Balance . 

-152 

1  -160 

1  -290 

Source ;  United  States  trade  statistics. 
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Table  8 

EXPORTS  OF  SELECTED  COMMODITIES  FROM  STERLING  AREA  COUNTRIES  TO  THE  UNITED  STATES 

1938,  1948  AND  1949 


In  quantities 


1938 

1948 

1949 

Commodity 

Quarterly 

average 

Quarterly 

average 

First 

quarter 

Second 

quarter 

Cocoa  (millions  of  lb) 

i 

West  Indies . 

5.1 

3.4 

3.4 

2.0 

West  Africa . 

33.5 

63.9 

136.6 

83.9 

Total . 

38.6 

j 

67.3 

140.0 

85.9 

Tin  (millions  of  lb) 

1 

j 

British  Malaya . 

20.5 

19.2 

15.5 

21.0 

United  Kingdom  “ . 

1.8 

0.2 

— 

— 

Total . 

22.3 

19,4 

15.5 

21.0 

Rubber  (millions  of  lb) 

British  Malaya . 

140.5 

255.6 

220.5 

161.8 

Ceylon . 

13.9 

30.2 

28.4 

24.8 

Total . 

154.4 

285.8 

248.9 

186.6 

Jute  (thousands  of  tons) 

India  and  Pakistan . 

68.8 

79.7 

88.5 

74.1 

Wool  (millions  of  lb) 

Union  of  South  Africa . 

0.2 

4.2 

4.7 

1.9 

India  and  Pakistan . 

2.7 

6.6 

5.9 

2.6 

Australia . 

1.0 

21.1 

13.8 

8.2 

New  Zealand . 

1.4 

8.1 

4.1 

3.0 

United  Kingdom  « . 

1.9 

0.5 

— 

Total . 

7.2 

40.5 

28.5 

15.7 

Tea  (millions  of  lb) 

Ceylon . 

5.5 

11.3 

9.1 

10.0 

India . 

3.0 

7.8 

7.3 

United  Kingdom  “ . 

0.6 

— 

— 

V 

Total . 

9.1 

18.3 

16.9 

17.3 

Source :  United  States  trade  statistics. 

a  Exports  from  the  United  Kingdom  have  been  included  in  order  to  take  account  of  exports  sent  to  the  United  States  via  the  United  Kingdom. 
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The  rise  in  Sterling  Area  imports  from  the  United 
States  is  more  difficult  to  explain.  The  increase  of 
$41  million  in  United  Kingdom  imports  between  the 
first  and  second  quarters  was  attributable  chiefly 
to  larger  purchases  of  grain  and  flour,  dairy  products, 
and  other  food,  chiefly  lard.  (Smaller  increases  in 
imports  of  cotton  and  iron  and  steel  manufactures 
were  more  than  offset  by  decreases  in  imports  of  liquid 
fuel  and  machinery.)  Some  of  these  increases  in  food 
imports  represented  a  higher  rate  of  purchase  than 
in  1948,  when  food  purchases  from  the  United  States 
had  been  cut  to  a  very  low  level.  There  appears 
to  have  been  no  diversion  of  purchases  away  from 
Canada,  since  food  imports  from  that  country  into 
the  United  Kingdom  also  increased  during  the  second 
quarter. 

Imports  from  the  United  States  into  other  Sterling 
Area  countries  showed  divergent  movements,  the  net 
effect  for  the  group  as  a  whole  being  a  moderate 
decline  in  the  first  quarter  followed  by  a  more  sub¬ 
stantial  increase  in  the  second  quarter  of  1949.  On 
the  one  hand,  the  Union  of  South  Africa  adopted 
drastic  import  restrictions  to  stop  the  rapid  depletion 
of  its  gold  reserves.  The  main  cuts  were  in  imports 
of  textile  fibres  and  manufactures,  chemicals,  and 
private  motor-cars,  whereas  imports  of  metals  and 
manufactures  and  machinery  were  more  nearly 
maintained  at  the  1948  rate.  On  the  other  hand, 
most  other  countries  of  the  Sterling  Area  increased 
their  imports  from  the  United  States  substantially 
during  the  first  quarter  and  showed  a  further  moderate 
increase  during  the  second  quarter  (during  which 
there  was  likewise  some  upturn  in  imports  into  South 
Africa).  This  increase  was  largely  concentrated  in 
metals  and  manufactures,  and  machinery  and  vehicles. 
In  particular,  imports  of  United  States  machinery 
into  India  rose  from  a  quarterly  average  of  $18.5  mil¬ 
lion  in  1948  to  $39  million  in  the  second  quarter  of 
1949.  There  was,  however,  a  widespread  fall  in  imports 
of  American  textiles,  especially  in  Malaya,  Australia 
and  India. 

Thus,  South  Africa,  which  had  accounted  for  such 
a  large  part  of  the  dollar  deficit  in  1948,  reduced 
its  trade  deficit  with  the  United  States  from  a  quar¬ 
terly  rate  of  $89  million  in  that  year  to  $63  million 
in  the  second  quarter  of  1949,  whereas  the  position 
of  other  Sterling  Area  countries  (excluding  the 
United  Kingdom)  deteriorated  from  a  quarterly  trade 
surplus  with  the  United  States  of  $28  million  in  1948 


to  a  deficit  of  $56  million  in  the  second  quarter  of 
1949.  This  relative  shift  in  the  incidence  of  the  dollar 
deficit  among  the  overseas  sterling  countries  sharply 
increased  the  requirements  for  financing  out  of  the 
Central  Dollar  Pool.  As  was  pointed  out  earlier. 
South  Africa’s  large  dollar  deficit  in  1948  was  financed 
by  a  heavy  reduction  in  its  own  gold  reserves,  and  the 
restrictions  which  were  thereupon  imposed  have 
tended  to  reduce  its  dollar  gap  to  a  size  in  keeping 
with  its  current  gold  production.  The  increase  in 
the  dollar  deficit  of  other  overseas  members  of  the 
Sterling  Area,  on  the  other  hand,  directly  increased 
the  demands  on  the  Central  Dollar  Pool.  The  growth 
of  these  requirements,  together  with  the  increase 
in  the  United  Kingdom’s  deficit  with  the  whole 
Dollar  Area,  is  indicated  in  the  following  official 
British  figures,  giving  the  gold  and  dollar  deficit 
during  the  first  half  of  1949  compared  with  1948 
(converted  into  millions  of  dollars)  : 


1948 

1948 

1949 

Half- 

Second 

First 

yearly  rate 

half  only 

half 

Deficit  with  Dollar  Area  on 

United  Kingdom  account  . 
Deficit  with  Dollar  Area  on 

615 

480 

645 

Rest  of  Sterling  Area  account 
Net  gold  and  dollar  settle¬ 
ments  with  other  (non-dollar) 
countries  on  whole  Sterling 

52 

36 

149 

Area  account . 

173 

140 

170 

Total  .... 

840 

656 

964 

Owing  to  lack  of  data,  these  figures  do  not,  unfor¬ 
tunately,  show  the  details  of  the  quarterly  movement 
of  the  deficit  in  the  first  half  of  1949.  The  total  gold 
and  dollar  deficit  of  the  area  as  a  whole  rose  sharply 
from  $330  million  in  the  first  quarter  of  1949  to 
$634  million  in  the  second  quarter.  ^ 

Conclusions 

As  shown  in  the  preceding  analysis,  the  overseas 
Sterling  countries  before  the  war  had  a  current 
account  deficit  with  the  United  Kingdom,  which 
they  covered  out  of  new  gold  production  and,  in  more 
prosperous  years,  from  their  trade  surplus  with 
the  United  States.  The  United  Kingdom  was  thus 
provided  with  the  means  to  cover  its  own  large  deficit 
with  North  America.  Even  in  the  absence  of  other 
changes  (such  as  the  major  shift  in  the  United  King¬ 
dom’s  international  investment  position)  substantial 

^  Figures  given  by  the  Chancellor  of  the  Exchequer,  6  July  1949. 
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readjustments  in  this  multilateral  pattern  of  trade 
and  payments  would  have  been  necessitated  by  the 
fact  that  the  dollar  price  of  gold  has  remained 
unchanged  in  the  face  of  an  approximate  doubling 
in  the  general  level  of  dollar  prices,  thus  reducing 
the  real  purchasing  power  of  gold. 

In  addition,  a  still  more  basic  shift  in  the  post-war 
pattern  of  payments  has  occurred  in  that  neither 
the  gold  production  of  the  overseas  Sterling  coun¬ 
tries  nor  the  dollar  proceeds  of  their  expanded  exports 
to  the  United  States  are  applied,  in  major  part,  for 
payments  to  the  United  Kingdom  and  for  settle¬ 
ments  by  it  with  North  America.^  This  has  only  been 
possible  because  the  United  Kingdom’s  current  account 
surplus  with  the  Rest  of  the  Sterling  Area— which 
amounted  to  approximately  $900  million  in  1948— 
consists  largely  of  “  unrequited  exports  ’  ’ :  that  is  to  say, 
these  exports  are  offset  by  capital  transfers  from 
the  United  Kingdom  in  the  form  of  a  reduction  in 
sterling  balances  held  by  other  members  of  the 
Sterling  Area  and  by  other  types  of  capital  transfers. 
At  the  same  time  as  their  imports  from  the  United 
Kingdom  have  grown,  imports  from  the  Dollar  Area 
into  the  overseas  Sterling  countries  taken  as  a  group 
have  greatly  expanded,  so  that  they  have  become 
net  claimants  on  the  Central  Dollar  Pool,  or,  in  the 
case  of  the  Union  of  South  Africa,  have  drawn  on 
accumulated  gold  reserves  in  order  to  make  hard- 
currency  payments. 

This,  in  broad  outline,  is  the  position  as  it  has 
developed  since  the  war.  During  the  first  half  of  1949, 
the  strain  on  the  Sterling  Area’s  dollar  resources 
became  more  acute,  largely  because  of  a  decrease  in 
the  volume  of  exports  to  the  United  States,  aggravated 
by  a  decline  in  prices,  and  an  increase  in  imports 
from  that  country.  As  a  result,  the  dollar  deficit 
of  the  United  Kingdom  increased  substantially  and 
also  that  of  the  Rest  of  the  Sterling  Area,  although 
with  a  marked  shift  in  the  incidence  of  the  deficit 
from  South  Africa  to  other  overseas  Sterling  coun¬ 
tries. 

The  magnitude  of  the  shifts  which  have  occurred 
in  the  gold  and  dollar  payments  of  the  Rest  of  the 
Sterling  Area,  as  presented  in  the  present  estimates, 
indicates  that  a  solution  to  the  problem  may  have 
to  include  a  considerable  reduction  in  the  dollar 
expenditures  of  most  of  these  countries.  The  extremely 


^  The  South-African  gold  loan  to  the  United  Kingdom  (see 
page  20,  footnote  1)  is,  of  course,  an  important  temporary 
exception. 


low  level  at  which  imports  into  the  United  Kingdom 
from  the  United  States  and  Canada  have  been  held 
since  the  war  indicates  that  further  reductions  here 
would  offer  at  best  only  very  limited  possibilities  of 
dollar  saving.  Attention  needs,  therefore,  to  be 
centred  on  the  greatly  expanded  post-war  volume  of 
imports  from  North  America  into  other  Sterling 
Area  countries.  The  scale  of  their  dollar  expenditures 
has  necessarily  been  influenced  by  the  availability 
of  sterling  funds  from  balances  accumulated  during 
the  war  and  from  new  capital  transfers.  If  these 
funds  had  not  been  available,  or  had  been  used  at 
a  slower  rate,  the  total  imports  of  overseas  Sterling 
countries  would  necessarily  have  been  held  at  a 
level  more  commensurate  with  their  current  export 
earnings.  This  would  probably  have  meant  a  smaller 
volume  of  purchases  from  the  United  Kingdom, 
but  it  is  also  reasonable  to  suppose  that  part  of  the 
cut  would  have  fallen  on  imports  from  the  United 
States  and  other  dollar  countries.  Hence,  the  net 
dollar  deficit  of  the  Sterling  Area  would  undoubtedly 
have  been  smaller  if  all  exports  from  the  United 
Kingdom  had  currently  been  paid  for.  In  addition  to 
this  direct  dollar  saving,  there  might  also  have  been 
favourable  repercussions  on  British  dollar  exports, 
in  that  British  exporters,  less  able  to  profit  by  easy 
sales  in  the  Sterling  Area,  would  have  found  greater 
incentive  to  develop  their  exports  to  hard-currency 
countries. 

The  higher  cost  of  imports  from  the  United  States 
resulting  from  the  devaluation  of  sterling  will  ob¬ 
viously  act  as  a  deterrent  to  dollar  purchases  on 
the  scale  experienced  since  the  war.  To  the  extent 
that  imports  from  the  United  States  are  reduced, 
the  import  demand  of  the  overseas  Sterling  Area 
will  be  more  concentrated  on  the  United  Kingdom 
as  well  as  on  other  industrialized  countries  which 
have  likewise  depreciated  their  currencies.  This 
intensification  of  demand  for  British  goods  entails 
certain  risks.  Under  present  conditions  of  full  em¬ 
ployment  and  active  home  demand  in  the  United 
Kingdom,  it  cannot  be  assumed  that  the  total  volume 
of  British  exports,  already  some  40  per  cent  above  pre¬ 
war,  is  capable  of  unlimited  expansion.  To  reap  the 
benefits  of  devaluation,  therefore,  it  may  become 
necessary  for  the  United  Kingdom  to  impose  more 
rigid  limits  on  the  level  of  “  unrequited  exports  ”— 
i.e.,  on  exports  financed  through  the  drawing-down 
of  sterling  balances  or  other  capital  transfers.  Other¬ 
wise,  the  increased  demand  from  the  Sterling  Area 


( 
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in  addition  to  the  increased  export  demand  from 
other  sources  may  merely  tend  to  drive  up  the  prices 
of  British  goods  and  to  limit  the  increase  of  doUar- 
earning  or  dollar-saving  exports  that  might  otherwise 
follow  from  the  change  in  currency  relationships. 

It  is,  of  course,  true  that,  if  a  reduction  in  dollar 
imports  into  the  overseas  Sterling  countries  is  not 
compensated  by  an  increase  in  their  imports  from 
other  sources,  their  own  economic  problems  would 
tend  to  be  increased.  It  has  already  been  seen  that 
a  large  proportion  of  these  imports  has  consisted 
of  capital  equipment  and  other  industrial  goods 
necessary  for  their  economic  development.  These 
requirements,  however,  might  be  met  by  greater 
recourse  to  the  resources  of  international  and  other 
agencies  established  to  aid  in  economic  development 
or  to  finance  exports.  As  it  is,  the  United  Kingdom 
has  attempted  to  carry  the  double  burden  of  a  major 
balance  of  payments  readjustment  necessitated  by 
the  war,  alongside  the  financing  of  greatly  expanded 
imports  into  some  of  the  less  developed  regions  of 
the  Sterling  Area. 

As  regards  the  possibilities  of  increased  dollar 
earnings  for  the  Sterling  Area,  devaluation  may  be 
expected  to  produce  (apart  from  any  immediate 
benefits  resulting  from  changes  in  speculative  atti¬ 
tudes)  negative  as  well  as  positive  results,  particularly 
in  trade  with  the  United  States.  Dollar  prices  of 
Sterling  Area  exports  will  be  lower,  although  not 
necessarily  by  the  full  extent  of  the  depreciation. 
In  the  field  of  primary  products,  the  expansion  in 
volume  may  not,  in  the  short  run,  counter-balance  the 
reduction  in  prices,  since  American  demand  for  raw 
materials  is  largely  determined  by  the  level  and  trend 
of  industrial  production  in  the  United  States.  In 
some  cases,  however,  imported  raw  materials  are 


in  competition  with  domestically  produced  materials 
and  here  lower  prices  may  make  possible  an  appre¬ 
ciably  larger  volume  of  sales. 

In  the  case  of  manufactured  goods,  which  primarily 
concerns  the  United  Kingdom  among  the  Sterling 
countries,  American  demand  is  probably  more  re¬ 
sponsive  to  relative  price  advantages,  particularly 
if  a  reduction  in  prices  were  combined  with  increased 
sales  promotion  activity.  The  large  market  for  all 
types  of  manufactures  in  the  United  States  may 
well  offer  opportunities  for  expanding  British  exports 
and  compensating  such  losses  as  may  be  experienced 
through  lower  prices  for  primary  goods  from  other 
Sterling  Area  countries.  This,  however,  is  likely 
to  require  a  longer  period  of  time  and  relatively 
free  access  to  the  American  market. 

With  regard  to  Canada,  where  the  Sterling  Area 
trade  deficit  in  1948  was  as  large  as  that  with  the 
United  States,  the  opportunities  for  expanded  exports 
from  the  United  Kingdom  should  become  distinctly 
more  favourable.  The  re-alignment  of  currencies 
may  be  expected  to  permit  a  considerable  displacement 
of  American  by  British  exports  to  that  country. 
Similarly,  in  other  non-sterling  countries,  the  improved 
competitive  position  of  British  exports  should  help 
to  eliminate  the  deficits  which  have  accounted  for 
an  important  drain  on  the  dollar  resources  of  the 
Sterling  Area.  In  general,  it  would  appear  that  the 
opportunities  for  reducing  dollar  deficits  through 
expansion  of  exports  from  the  Sterling  Area  are 
rather  better,  at  least  in  the  short  run,  in  third  coun¬ 
tries  than  they  are  directly  in  the  United  States. 
This  aspect  is  all  the  more  important,  since,  as  was 
shown  above,  almost  two-thirds  of  the  total  dollar 
deficit  of  the  Sterling  Area  was  incurred  in  transactions 
with  countries  other  than  the  United  States. 


THE  COMMODITY  COMPOSITION  OF  TRADE  BETWEEN  EASTERN 
AND  WESTERN  EUROPE  IN  1948 


Increases  in  exports  of  foodstuffs  and  coal  from 
Eastern  Europe  and  in  exports  of  metals  and  metal 
products  and  textiles  from  Western  Europe  were  the 
principal  changes  in  East-West  trade  from  1947  to 
1948,  although  the  total  volume  of  this  trade  in  both 
directions  remained  very  low  compared  with  that 
in  1938.  These  developments  are  shown  in  Table  1, 


which  gives  the  trade  between  Eastern  and  Western 
Europe  by  principal  commodity  groups  in  the  years 
1938,  1947  and  1948,  all  expressed  in  approximate 
1948  prices.  Tables  2  and  3,  which  refer  to  1947 
and  1948  only  and  are  given  in  current  rather  than  in 
constant  prices,  show  the  trade  in  selected  commodities 
according  to  the  most  important  exporting  countries. 


Table  1 


TRADE  BETWEEN  EASTERN  AND  WESTERN  EUROPEAN  COUNTRIES  BY  GROUPS  OF  COMMODITIES 

Millions  of  dollars  in  1948  prices 


1 

Exports  from  Eastern  to  Western 
European  countries 

Exports  from  Western  to  Eastern 
European  countries 

Commodity  i 

i 

1 

1938 

t 

1947 

1 

1948  i 

1948  as 
percentage 
of  1938 

1948  as 
percentage 
of  1947 

1938 

1947 

1948 

1948  as 
percentage 
of  1938 

1948  as 
percentage 
of  1947 

Food,  Beverages  and  Tobacco  1 

Live  animals  and  animal  products  for  food" 

671 

■ 

18 

43 

6 

239 

26 

101 

76 

75 

Cereals  and  products . 

670 

21 

209 

31 

995 

21 

6 

3 

50 

Vegetable  and  animal  oils  and  fats  .  .  . 

55 

8 

6 

11 

75 

49 

36 

59 

164 

Other  food  and  tobacco . 

289 

58 

49 

17 

84 

86 

34 

32 

94 

Total  Group  I . 

1,685 

105 

307 

18 

292 

182 

177 

170 

93 

96 

[.  Fuel 

Coal  and  coke . 

140 

132 

248 

177 

188 

50 

— 

17 

34 

— 

Mineral  oil  and  products . 

91 

6 

13 

14 

217 

6 

4 

5 

83 

125 

Total  Group  II . 

231 

138 

261 

113 

189 

56 

4 

22 

39 

550 

[.  Raw  Materials  and  Manufactures 

Hides  and  skins,  leather  manufactures,  and 
other  inedible  animal  products  .  .  . 

168 

27 

17 

10 

63 

89 

11 

6 

7 

55 

Wood  and  pulp  and  manufactures  thereof 

916 

344 

370 

40 

108 

69 

17 

23 

33 

135 

Textiles  and  manufactures . 

373 

98 

51 

14 

52 

335 

81 

101 

30 

125 

Metals  and  manufactures . 

101 

73 

81 

80 

111 

399 

90 

141 

35 

157 

Machinery,  instruments  and  vehicles  .  .  . 

38 

46 

51 

134 

111 

541 

224 

218 

40 

97 

Other  commodities  * . 

243 

135 

153 

63 

113 

357 

178 

176 

49 

99 

Total  Group  III . 

1,839 

723 

723 

39 

100 

1,790 

601 

665 

37 

111 

Total  all  Groups  .  .  . 

3,755 

966 

1,291 

34 

134 

2,028 

782 

857 

42 

110 

Note.  —  The  figures  in  the  table  are  necessarily  of  an  approximate  nature 
owing  to  boundary  changes  in  Europe  (especially  in  Germany),  to  differences 
in  sources  available  for  pre-war  and  post-war  years,  and  to  the  difficulty  of 
adjusting  reported  values  to  constant  prices.  Data  for  1938  are  based  chiefly 
on  the  trade  statistics  of  Eastern  European  countries,  whereas  those  for  post¬ 
war  years  are  derived  from  Western  European  sources.  The  figures  from  these 
sources  on  exports  from  Eastern  Europe  in  1947  and  1948  have  not  been 
adjusted  to  exclude  freight  and  may  somewhat  over-state  their  level  compared 
with  1938.  In  the  1938  figures  the  whole  of  Germany  is  included  in  Western 
Europe.  In  the  post-war  figures  the  U.K./U.S.  Zone  only  is  included  in  this 
group,  and  the  Soviet  Zone  (to  the  extent  that  it  is  shown  separately  in  the 


trade  statistics  of  Western  European  countries)  is  included  in  Eastern  Europe 
The  inter-zonal  trade  of  Germany  is  not  included.  Apart  from  Germany 
the  country  composition  of  the  two  groups  is  as  follows  :  Western  Europe — 
Austria,  Belgium-Luxemburg,  Denmark,  France,  Iceland,  Italy,  Netherlands, 
Norway,  Portugal,  Sweden,  Switzerland  and  the  United  Kingdom  ;  Eastern 
Europe — Bulgaria,  Czechoslovakia,  Finland,  Hungary,  Poland,  Rumania, 
the  Union  of  Soviet  Socialist  Republics  and  Yugoslavia. 

a  Including  draught  animals  and  fish. 

b  Including  items  from  all  groups  not  separately  specified  in  national 
trade  statistics. 


Table  2 


EXPORTS  FROM  EASTERN  TO  WESTERN  EUROPEAN 
COUNTRIES  « 

Millions  of  dollars  in  current  prices 


Commodity  and  exporting  country 

1947 

1948 

Meat . 

10 

26 

from  :  Hungary . 

7 

11 

Poland . 

— 

13 

Cereals  and  products . 

19 

209 

from  :  U.S.S.R . 

8 

173 

Yugoslavia . 

16 

Sugar  and  preparations . 

37 

13 

from  :  Czechoslovakia . 

36 

3 

Wood  and  manufactures  . 

195 

233 

from  :  Finland . 

133 

138 

Yugoslavia . 

19 

44 

Czechoslovakia . 

25 

21 

U.S.S.R . 

13 

19 

Pulp  and  paper . 

111 

137 

from  :  Finland . 

90 

121 

Textiles  and  manufactures . 

70 

51 

from  :  Czechoslovakia . 

39 

36 

U.S.S.R . 

16 

— 

Stone,  clay,  china  and  glass  .... 

44 

38 

from  :  Czechoslovakia . 

35 

28 

Coal  and  coke . 

136 

248 

from  :  Poland . 

108 

208 

Czechoslovakia . 

10 

27 

Iron  and  steel  and  manufactures  .  . 

50 

64 

from  :  Czechoslovakia . 

38 

37 

Poland . 

5 

12 

Non-ferrous  metals  and  manufactures 

17 

17 

Machinery  and  vehicles . 

34 

47 

from  :  Czechoslovakia . 

31 

41 

Chemicals,  dyes,  fertilizers,  etc. .  .  . 

24 

37 

from  :  the  Soviet  Zone  of  Germany 

— 

13 

U.S.S.R . 

6 

10 

Other  conunodities  * . 

124 

171 

Total  all  Groups  .  . 

871 

1,291 

a  See  explanatory  note  to  Table  1  in  this  article. 

b  Including  items  from  all  groups  not  separately  specified  in  national 
trade  statistics. 


Exports  from  Eastern  Europe 

Despite  the  threefold  increase  from  the  previous 
year,  the  volume  of  foodstuffs  exported  from  Eastern 
to  Western  Europe  in  1948  remained  less  than  one- 
fifth  as  large  as  in  1938.  The  upturn  during  the 
year  was  principally  due  to  the  increase  in  exports 
of  cereals  from  the  Union  of  Soviet  Socialist  Re¬ 
publics,  as  indicated  by  Table  2.  Although  there 
was  also  a  considerable  increase  in  exports  of  cereals 
from  Yugoslavia,  the  total  value  of  cereal  exports 
from  the  smaller  Eastern  European  countries  remained 
very  low  in  1948  and  amounted  to  only  some  $36 
million.  As  regards  other  foodstuffs,  there  was  an 
increase  in  exports  of  meat  from  Poland  and  Hungary, 
but  exports  of  sugar  from  Czechoslovakia,  which 
were  large  in  1947,  virtually  ceased. 

Coal  exports  from  Eastern  to  Western  Europe  almost 
doubled  in  volume  from  1947  to  1948  and  furnished 
the  most  important  instance  in  East-West  trade  where 
the  pre-war  volume  was  appreciably  exceeded, 
although  this  is  attributable  in  part  to  the  post-war 
shift  in  the  Polish-German  frontier.  On  the  other 
hand,  exports  of  mineral  oil  from  Eastern  Europe  have 
remained  at  only  a  fraction  of  their  pre-war  volume. 

Exports  of  timber  from  Yugoslavia  and  of  pulp 
and  paper  from  Finland  to  Western  European 
countries  increased  somewhat  from  1947  to  1948, 
but  the  aggregate  volume  of  exports  of  forest  products 
remained  only  about  two-fifths  as  much  as  it  was 
in  1938. 

Exports  of  heavy  industrial  goods  from  Eastern 
to  Western  Europe  reached  about  the  1938  volume, 
machinery  and  vehicles  being  substantially  higher, 
and  metals  and  manufactures  only  one-fifth  lower. 
Both  of  these  groups  showed  a  moderate  increase 
from  1947  to  1948,  the  rise  in  machinery  and  vehicles 
reflecting  chiefly  the  behaviour  of  Czech  exports, 
and  that  in  iron  and  steel  goods  being  accounted 
for  mainly  by  an  increase  in  exports  from  Poland, 
although  Czechoslovakia  remained  the  principal 
supplier. 

An  important  exception  to  the  generally  rising 
trend  from  1947  to  1948  in  exports  from  Eastern 
to  Western  Europe  was  the  marked  decline  in  textiles, 
which  was  chiefly  because  of  the  absence  of  cotton 
exports  on  any  significant  scale  by  the  Soviet  Union 
to  Western  Europe  in  1948,  although  there  was  also 
a  decrease  in  exports  of  textile  manufactures  from 
Czechoslovakia. 


Exports  from  Western  Europe 


Table  3 


In  contrast  to  the  low  level  of  exports  of  foodstuffs 
from  East  to  West,  post-war  deliveries  of  foodstuffs 
and  livestock  in  the  opposite  direction,  although 
much  smaller  in  relative  importance,  have  been 
maintained  not  far  below  the  pre-war  volume.  These 
deliveries  include  chiefly  horses,  butter  and  lard, 
whale  oil  and  fish.  Exports  of  draught  animals  and 
animal  products  had  been  relatively  large  in  1947, 
owing  to  the  post-war  scarcity  of  livestock  in  Eastern 
Europe.  In  1948,  however,  there  was  a  fall  in  exports 
of  most  of  the  items  mentioned,  offset  by  an  increase 
in  exports  of  fats  and  oils,  as  shown  in  Table  3. 

In  the  more  important  group  of  raw  materials 
and  manufactured  products,  which  accounted  for 
the  greater  part  of  exports  from  Western  to  Eastern 
Europe  before  the  war,  there  was  only  a  moderate 
increase  from  1947  to  1948,  the  total  volume  re¬ 
maining  less  than  two-fifths  as  large  as  in  1938. 
This  low  level  largely  reflects  the  virtual  disappearance 
of  exports  from  Germany,  which  was  formerly 
the  leading  supplier  of  industrial  products  to  Eastern 
Europe.  Exports  of  textiles  and  manufactures  from 
the  West  to  the  principal  importing  countries  of 
Eastern  Europe  increased  moderately  in  1948,  these 
deliveries,  in  conjunction  with  the  decline  in  cotton 
exports  from  the  Soviet  Union  to  Western  Europe, 
apparently  reflecting  a  general  recovery  in  the  pro¬ 
duction  of  the  manufacturing  industries  at  a  time 
when  consumer  demand  in  Eastern  Europe  was  stiU 
active. 

Exports  of  iron  and  steel  and  other  metals,  and 
metal  products  increased  by  more  than  50  per  cent 
in  volume  in  1948,  but  were  still  not  much  more 
than  one-third  of  the  pre-war  level.  The  increase 
was  accounted  for  chiefly  by  Belgium,  Sweden  and 
Austria.  Exports  of  machinery  from  Western  Europe 
increased  only  moderately  in  volume  in  1948,  after 
allowance  for  price  increases  during  the  year,  a  large 
expansion  in  sales  by  Sweden  and  Italy  more  than 
compensating  for  a  sharp  decline  in  exports  from 
the  United  Kingdom.  The  decline  in  British  machinery 
exports  was  particularly  marked  in  shipments  to 
the  Soviet  Union.  Exports  of  vehicles  to  Eastern 
Europe  declined  somewhat  because  of  a  substantial 
falling-off  in  shipments  by  the  United  Kingdom  and 
France.  Exports  from  Italy,  on  the  other  hand, 
increased  sharply  because  of  large  deliveries  of  vehicles 
to  Poland. 


EXPORTS  FROM  WESTERN  TO  EASTERN 
EUROPEAN  COUNTRIES" 


Millions  of  dollars  in  current  prices 


Commodity  and  exporting  country 

1947 

1948 

Live  animals . 

33 

19 

from  :  Sweden . 

10 

10 

Denmark . 

22 

6 

Dairy  products . 

25 

28 

from  :  Denmark . 

23 

26 

Vegetable  and  animal  oils  and  fats  . 

34 

59 

from  :  Norway . 

18 

27 

Denmark . 

10 

11 

Netherlands . 

4 

11 

Fish  and  other  animal  prod,  for  food 

31 

21 

from  :  Norway . 

10 

8 

Iceland . 

10 

7 

Fruits  and  nuts . 

15 

7 

from  :  Italy . 

11 

3 

Pulp  and  paper . 

10 

19 

from  :  Sweden . 

6 

11 

Textiles  and  manufactures . 

71 

101 

from  ;  Belgium . 

17 

26 

Italy . 

13 

21 

France . 

13 

15 

United  Kingdom . 

12 

14 

Netherlands . 

6 

12 

Iron  ore  and  other  minerals  .... 

20 

23 

from  :  Sweden . 

15 

16 

Iron  and  steel  and  manufactures  .  . 

55 

96 

from  :  Belgium . 

12 

25 

Sweden . 

17 

23 

United  Kingdom . 

14 

18 

Austria . 

4 

15 

Non-ferrous  metals  and  manufactures 

30 

45 

from  :  Belgium . 

7 

16 

Netherlands . 

4 

8 

United  Kingdom . 

6 

7 

Machinery . 

no 

135 

from  :  United  Kingdom . 

67 

40 

Sweden . 

12 

30 

Switzerland . 

18 

23 

Italy . 

3 

14 

Vehicles . 

53 

51 

from  :  United  Kingdom . 

19 

15 

Italy . 

5 

15 

France . 

11 

7 

Instruments  and  apparatus . 

32 

32 

from  :  United  Kingdom . 

13 

13 

Switzerland . 

10 

10 

Chemicals,  dyes,  fertilizers,  etc.  .  .  . 

68 

72 

from  :  Switzerland . 

21 

20 

United  Kingdom . 

10 

9 

Other  commodities  * . 

117 

149 

Total  all  Groups  .  . 

704 

857 

a  See  explanatory  note  to  Table  1  in  this  article. 
b  Including  items  from  all  groups  not  separately  specified  in  national 
trade  statistics. 
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Summary  of  Main  Features 

The  increases  in  1948  in  grain  and  coal  deliveries 
from  Eac-t  to  West  and  in  certain  manufactured 
products  from  West  to  East  did  not  greatly  change 
the  general  picture  as  it  had  been  in  1947.  It  may 
be  noted  that  in  four  principal  commodity  groups— 
animals  and  animal  products,  mineral  oil,  hides 
and  skins  and  leather  manufactures,  and  textile 
and  textile  products— Eastern  Europe  had  ceased, 
at  least  for  the  time  being,  to  be  a  supplier  on  a 
significant  scale  to  Western  Europe.  On  the  other 
hand,  none  of  the  principal  commodities  included 
in  exports  from  Western  to  Eastern  Europe  has 
shown  such  a  drastic  decline,  the  general  composition 
being  broadly  similar  to  that  of  1938,  but  trade 


in  most  of  the  important  items  remained  at  a  uni¬ 
formly  low  level  and  reflected  the  continued  absence 
of  Germany  from  its  former  role  in  trade  with  Eastern 
Europe. 

In  the  aggregate,  the  increase  in  the  volume  of 
exports  from  East  to  West  in  1948  compared  with 
1947  was  substantially  larger  than  the  increase  in 
exports  from  West  to  East,  and  resulted  in  a  trade 
balance  in  favour  of  Eastern  Europe.  The  trend  thus 
far  in  1949,  as  discussed  in  the  “  Review  of  the  Eco¬ 
nomic  Situation  ”  in  this  issue,  has  been  rather 
the  opposite,  exports  from  West  to  East  increasing 
very  much  more  than  exports  from  East  to  West, 
although  sufficient  details  are  not  yet  available  to 
permit  an  analysis  of  the  commodity  changes  under¬ 
lying  these  trends  during  the  current  year. 


NOTE  ON  RELATIVE  CHANGES  OF  LABOUR  COSTS  IN  INDUSTRY 


In  this  note  an  attempt  is  made  to  estimate  the 
relative  changes  in  labour  costs  in  industry  in  a 
number  of  European  countries  and  in  the  United 
States  between  the  pre-war  period  and  the  first 
quarter  of  1949.  No  account  is  taken  of  the  changes 
in  exchange  rates  which  have  subsequently  been 
made.  The  estimates  refer  to  industry  as  a  whole 
— /.e.,  they  include  mining,  manufacturing  and  electric 
power  production.  Whenever  possible,  the  average 
of  four  pre-war  years,  1935-1938,  has  been  used 
as  a  basis  of  calculation  since,  for  some  countries, 
the  figures  showed  considerable  fluctuation  from  year 
to  year.  The  calculations  aim  at  estimating  the  relative 
changes  in  labour  costs  per  unit  of  output  through 
a  comparison  of  the  relative  movements  of  output 
per  man-year  and  of  the  annual  earnings  of  manual 
workers,  adjusted  for  employers’  contributions  to 
social  insurance  and  other  social  security  schemes.^ 
An  estimate  of  the  comparative  changes  in  labour 
costs  in  a  number  of  European  countries  in  terms 
of  the  corresponding  movements  in  the  United  States 
has  already  been  published  in  the  Economic  Survey 
of  Europe  in  1948.^  In  that  estimate,  however,  an 
error  has  arisen  in  that  movements  in  the  hourly 
earnings  in  industry  have  been  compared  with  the 
movements  in  output  per  man  without  any  allowance 
being  made  for  changes  in  the  number  of  working- 
hours.  Since,  in  some  countries,  the  number  of  hours 
worked  changed  in  relation  to  others,  the  estimate 
gave  a  misleading  result  in  some  instances.  In  the 
present  estimate  this  error  has  been  eliminated.  In 
addition,  allowance  has  been  made  for  changes  in  the 
cost  of  social  security  schemes  falling  on  employers 
and  for  the  increase  in  holidays  with  pay,  both  of 


*  The  calculations  do  not  refer  to  an  index  of  labour  costs 
proper,  but  rather  to  labour  costs  per  unit  of  output  ;  in  so  far 
as  there  are  shifts  in  the  labour  force  and  in  production  from 
one  industry  to  another,  this  qualification  becomes  important. 
If  labour  is  shifted  from  industries  with  a  low  net  value  of  out¬ 
put  per  head  to  industries  with  a  high  net  value  of  output  per 
head,  the  index  of  productivity  will  rise  in  spite  of  the  fact  that 
there  is  no  change  in  productivity  in  any  particular  industry. 
Similarly,  if  labour  is  shifted  from  industries  with  low  wages 
to  industries  with  high  wages,  average  earnings  per  man  will 
increase  in  spite  of  the  fact  that  there  is  no  change  in  wages 
in  any  particular  industry.  In  general,  the  two  movements 
mentioned  are  likely  to  take  place  at  the  same  time,  and  for 
this  reason  the  resulting  error  in  the  estimates  of  labour  costs 
may  be  small. 

*  Table  68,  page  107.  In  all  further  references  this  document 
will  be  referred  to  as  the  Survey. 


which  caused  more  important  changes  in  labour  costs 
in  some  countries  than  in  others.  Finally,  the  change 
in  the  base  of  the  index  numbers  from  1938  to  1935- 
1938  introduces  a  significant  difference,  especially  in 
relation  to  the  United  States. 

The  estimate  of  relative  labour  costs  is  reached 
by  the  use  of  four  series  each  expressed  in  terms  of 
index  numbers  :  the  index  of  production,  the  index  of 
employment,  the  index  of  wages  (with  suitable  adjust¬ 
ments)  and  the  index  of  exchange  rates.  Estimates 
of  average  output  per  man-year  in  industry  shown  in 
Table  1  are  obtained  through  a  comparison  of  the 
index  of  production  and  the  index  of  employment.* 
In  Table  2  index  numbers  are  given  for  average 
weekly  earnings  ;  in  countries  where  only  data  for 
hourly  earnings  were  available,  corrections  were 
made  for  changes  in  the  average  hours  per  week 
actually  worked.  In  Table  3  the  series  shown  in  Table  2 
were  adjusted  with  appropriate  allowance  for  the 
increase  in  holidays  with  pay,  in  order  to  represent 
changes  in  the  movement  of  annual  earnings,  and 
for  changes  in  employers’  contributions  to  social 
security  schemes.  The  latter  adjustment  was  parti¬ 
cularly  important  for  Belgium,  France  and  Italy. 
No  adjustment  was  made  for  other  causes  of  variation 
between  weekly  and  annual  earnings.  Labour  costs 
in  industry  per  unit  of  output  were  then  calculated 
as  the  ratio  between  the  index  of  output  per  man- 
year  shown  in  Table  1,  and  an  adjusted  index  of  annua! 
wages  as  shown  in  Table  3.  This  index,  which  is  given 
in  Table  4,  is  in  terms  of  national  currencies.  Finally, 
in  Table  5  the  index  numbers  shown  in  Table  4  were 
adjusted  for  changes  in  exchange  rates  between  the 
various  national  currencies  and  the  United  States 
dollar. 

Each  of  the  statistical  series  employed  is  subject 
to  a  certain  margin  of  error,  the  error  probably  being 
greatest  in  the  series  for  production  and  wages  and 
smallest  in  the  series  for  employment.  Since  the 
percentage  margin  of  error  in  the  final  estimates  is 
the  sum  of  the  percentage  of  errors  in  the  component 


®  The  comparison  of  production  in  the  United  Kingdom 
between  pre-war  years  and  post-war  years  is  based  on  a  cal¬ 
culation  using  pre-war  weights,  since  this  has  been  the  practice 
adopted  in  all  the  other  countries  for  which  index  numbers 
are  shown  ;  the  alternative  index  number  using  post-war  weights 
would  give  a  lower  output  for  the  United  Kingdom  and  corre¬ 
spondingly  higher  labour  costs  for  1948. 
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Table  1 

AVERAGE  OUTPUT  PER  MAN-YEAR  IN  INDUSTRY 
Index  numbers :  average  1935~1938  =  100 


Country 

. 

1935 

1936 

1937 

1938 

1946 

1947 

1948 

First 

quarter 

1949 

Belgium  0 . 

97 

92 

96 

105 

Czechoslovakia  * . 

100 

89 

98 

99 

Denmark  e . 

100 

100 

100 

100 

84 

92 

98 

Finland  . 

97 

102 

102 

99 

92 

97 

107 

111 

France  . 

97 

105 

106 

93 

76 

84 

94 

105 

Germany  d . 

95 

99 

101 

103 

39 

41 

62* 

71 

Hungary . 

105 

102 

100 

95 

51 

82 

109 

110 

Italy . .-  .  .  . 

94 

100 

106 

99 

73 

80 

Netherlands . 

95 

102 

104 

99 

70 

77 

82 

86 

Norway . 

99 

100 

101 

101 

87 

92 

Sweden . 

96 

99 

103 

102 

114 

115 

117 

United  Kingdom . 

93 

102 

107 

99 

104 

107 

115 

122 

United  States . 

96 

105 

105 

94 

120 

125 

127 

130 

a  Average  1936-1938  =  100.  d  For  the  post-war  years,  Western  zones  only. 

b  1937  =  100.  e  Second  half  of  1948. 

c  Output  per  man-hour. 


Table  2 

AVERAGE  WEEKLY  EARNINGS  IN  INDUSTRY  IN  TERMS  OF  NATIONAL  CURRENCIES 
Index  numbers :  average  1935-1938  =  100 


Country 

1935 

1936 

1937 

1938 

1946 

1 

1947 

1 

1948 

1 

First 
quarter  “ 
1949 

Belgium<> . 

310  1 

351 

00 

Czechoslovakia  c . 

323  ! 

419 

468 

Denmark  * . 

97 

99 

100 

105 

182 

192 

208 

Finland  4 . 

100 

608  1 

820 

1,219 

France  »  . 

(67) 

97 

102 

558  i 

814 

1,235 

1,380 

Germany/ . 

93 

97 

101 

109 

98  i 

101 

134  » 

144 

Hungary . 

97 

98 

100 

105 

494 

,  648 

608 

Italy . 

85 

97 

105 

111 

4,635 

5,845 

5,903 

Netherlands . 

100 

96 

99 

104 

204 

;  221 

i  231 

1  239 

Norway . 

92 

95 

1  102 

112 

173 

203 

216 

.. 

United  Kingdom . 

96 

98 

1  101 

105 

194 

1  209 

228 

!  231 

United  States . 

91 

99 

109 

101 

i 

202 

1 

231 

251 

i 

255 

1 

a  Provisional. 

b  Hourly  wages.  For  Belgium,  average  1936-1938  =  100. 
c  March  1939  =  100. 
d  1938  =  100. 


e  Average  1937-1938=  100.  The  pre-war  figures  refer  to  October. 
/  For  post-war  years.  Western  zones  only. 
g  Second  half  of  1948. 
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Table  3 

annual  wages  in  industry  adjusted  for  EMPLOYERS’  CONTRIBUTIONS  TO  SOCIAL  SECURITY 

SCHEMES  IN  TERMS  OF  NATIONAL  CURRENCIES 

Index  numbers :  average  1935-1938  =  100 


Country 

1937 

1938 

1946 

1947 

1948 

First 
quarter  » 
1949 

Belgium* . 

335 

386 

426 

Czechoslovakia  c . 

.. 

339 

440 

492 

Denmark  * . 

97 

99 

100 

105 

186 

196 

212 

Finland  . 

100 

620 

836 

1,243 

France  ' . 

(67) 

98 

103 

608 

904 

1,457 

1,627 

Germany/ . 

93 

97 

101 

109 

99 

102 

135  » 

145 

Hungary . 

97 

98 

100 

105 

494 

648 

608 

Italy . 

84 

97 

105 

113 

5,430 

6,910 

6,980 

Netherlands . 

100 

98 

99 

104 

218 

237 

247 

256 

Norway . 

92 

95 

102 

112 

176 

207 

220 

Sweden . 

96 

98 

102 

105 

172 

195 

213 

United  Kingdom . 

96 

98 

101 

105 

197 

212 

231 

234 

United  States . 

91 

99 

109 

101 

202 

231 

251 

255 

a  Provisional.  d  1938  =  100. 

b  Unadjusted  for  changes  in  hours  of  work.  For  Belgium,  average  1936-  e  Average  1937-1938  =  100. 

i  =  100.  /For  the  post-war  years.  Western  zones  only. 

c  March  1939  =  100.  g  Second  half  of  1948. 


Table  4 


LABOUR  COSTS  IN  INDUSTRY  PER  UNIT  OF  OUTPUT  IN  TERMS  OF  NATIONAL  CURRENCIES 


Index  numbers :  average  1935-1938  =  100 


Country 

1935 

1936 

i 

1937 

1938 

1946 

1 

1947 

i 

1948  1 

First 
quarter  " 
1949 

Belgium* . 

345  ; 

420 

444 

Czechoslovakia  e . 

i 

494 

502 

Denmark . 

97 

99 

100 

105 

221 

213 

216 

Finland  . 

100 

674 

862 

1,162 

France  '  . 

(69) 

92 

111 

800  ! 

1,076 

1,550 

I  1,550 

Germany/ . 

98 

99 

99 

106 

254 

249 

218  » 

204 

Hungary . 

93 

96 

100 

110 

605 

599 

556 

Italy . 

89 

97 

99 

114 

7,440 

8,630 

1 

Netherlands . 

105 

95 

95 

105 

1  311 

308 

i  301 

i  298 

Norway . 

93 

95 

101 

111 

253 

! 

Sweden . 

100 

99 

99 

103 

151 

170 

183 

i 

United  Kingdom . 

103 

97 

:  95 

106 

,  189 

1  198 

I  201 

192 

United  States . 

95 

1 

104 

107 

i  169 

185 

1 

1 

1  198 

197 

1 

a  Provisional. 

b  Average  1936-1938  =  100.  Unadjusted  for  changes  in  hours  of  work. 
c  March  1939  =  100. 
d  1938  =  100. 


e  Average  1937-1938=  100. 

/For  the  post-war  years.  Western  zones  only. 
g  Second  half  of  1948. 
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series,  the  margin  of  error  in  the  final  estimate  must 
be  considerable  and  might  be  of  the  order  of  15  to 
20  per  cent.  In  addition,  diflSculties  were  encountered 
with  respect  to  certain  countries  in  converting  the 
series  in  terms  of  national  currencies  into  dollars. 
The  exchange  rate  used  for  France  in  1948  and  after 
is  somewhat  uncertain  because  of  the  system  of 
multiple  exchange  rates  in  force  ;  the  average  rate 
applicable  to  exports  to  the  United  States  has  been 
used.^  This  was  also  the  case  for  Italy  in  1947  and 
1948.  In  Germany  the  monetary  reform  changed 
conditions  so  fundamentally  that  only  post-reform 
figures  are  shown  ;  the  official  rate  of  30  cents  per 
Deutsche  mark  was  used.^ 

For  Germany,  moreover,  an  additional  difficulty 
arises  from  the  fact  that  no  single  valid  exchange 
rate  could  be  found  for  the  pre-war  years.  A 
rate  of  27  cents,  derived  from  a  calculation  of  pur¬ 
chasing  power  parity  based  on  1929,^  was  used  in 
Table  5.  For  this  reason  the  estimate  relating  to 
Germany  in  Table  5  should  be  treated  with  special 
caution. 

As  compared  with  the  estimates  presented  in 
Table  68  of  the  Survey,  the  significant  differences  are 
due  mainly  to  the  fact  that  output  per  man  in  the 
United  States  was  particularly  low  in  1938  (as  shown 
in  Table  1),  and  that  the  number  of  hours  worked  per 
man  rose  by  13  per  cent  between  1938  and  1948 
in  the  United  States  ;  whereas,  in  the  European 
countries  they  appear  to  have  remained  almost 
unchanged.^  On  a  man-hour  basis,  the  present 
estimates  show  that  the  increase  in  productivity  in 
at  least  two  of  the  European  countries— Sweden  and 
the  United  Kingdom— was  comparable  with  that  in 
the  United  States.  The  increase  in  output  per  man¬ 
hour  in  the  United  States  between  1935-1938  and 
1948  was  16  per  cent  ;  whereas  the  comparable  figures 
for  both  Sweden  and  the  United  Kingdom  may  be 
put  at  18  per  cent. 

1  It  may  be  argued  that  the  rate  applicable  to  exports  to 
third  countries  should  be  used.  These  rates  are  higher  in  terms 
of  dollars  and,  therefore,  the  figures  shown  in  Table  5  give 
lower  results. 

-  Even  after  the  reform,  the  actual  rate  of  exchange  differed 
from  the  official  rate  in  so  far  as  different  commodities  were 
subsidized  to  a  varying  extent.  The  purpose  of  these  subsidies, 
however,  was  precisely  to  make  exportable  commodities 
competitive  in  price  (/.e.,  to  offset  excessive  costs  of  production), 
so  that  it  would  have  been  inappropriate  to  take  them  into 
account  in  measuring  the  relative  movement  of  labour  costs. 

®See  the  Survey,  Appendix  A,  Table  B,  page  231. 

*With  the  exception  of  France,  where  there  has  been  a 
substantial  rise. 


The  data  in  Table  5  show  labour  costs  of  Indus-  f 
trial  output  in  the  United  States  in  1948  as  198  per  | 
cent  of  pre-war.^  In  six  European  countries— Den¬ 
mark,  France,  Netherlands,  Norway,  Sweden  and  the 
United  Kingdom— the  corresponding  increase  in 
labour  costs  was  of  the  same  order  or  less,  but  the 
differences  cannot  be  regarded  as  statistically  signi¬ 
ficant  except  perhaps  in  the  case  of  the  United 
Kingdom.  In  France,  there  had  been  a  significant 
fall  in  labour  costs  between  1947  and  1948  (and 
also  between  1935  and  1938)  as  a  result  of  the  devalu¬ 
ation  of  the  external  value  of  the  currency  which  was 
not  compensated  by  a  rise  in  internal  costs.  In 
Germany,  after  the  monetary  reform,  the  index  of 
labour  costs  moved  closer  to  that  in  the  United 
States.  There  are  only  three  countries—  Belgium, 
Czechoslovakia  and  Finland— which  show  an  exces-  ' 
sive  rise  in  labour  costs  in  terms  of  dollars,  with 
Italy  and  Hungary  as  possible  additions.  In  Finland 
the  rise  in  labour  costs  would  still  appear  to  be  | 
excessive  even  if  the  devaluation  of  currency  (of  i 
17^4  per  cent)  which  took  place  in  July  1949  were  j 
taken  into  account.  i 

The  figures  in  Table  5  have  some  relevance  to  the  I 

question  of  the  over-valuation  of  European  currencies  | 

in  relation  to  the  dollar  ;  but,  in  addition  to  the  * 

statistical  margin  of  error  to  which  they  are  subject,  I 

other  limitations  on  their  interpretative  value  must  | 

be  borne  in  mind.  First,  the  estimates  relate  to  the  g 

average  of  all  industry  ;  the  corresponding  move¬ 
ments  of  labour  costs  in  the  export  industries  might  | 
show  a  somewhat  different  picture.  Second,  labour 
costs  are  only  one  element,  although  perhaps  the 
most  important  one,  in  the  costs  of  production  of 
industry.  The  prices  of  imported  raw  materials  and  | 

fuel  may  move  differently  from  labour  costs,  and  there  j 

may  also  be  relative  changes  in  the  efficiency  of  I 

utilization  of  raw  materials.  The  prices  of  certain  | 

raw  materials  for  industry  appear  to  have  risen  more  i 

in  European  countries  than  in  the  United  States.  | 

In  many  instances,  substitute  raw  materials  were  " 

used,  including  the  substitution  of  expensive  home-  I 

produced  materials  for  imports,  which  increased  | 

costs  of  production.  Third,  overhead  costs  and  pro¬ 
fits  may  have  moved  differently  from  labour  costs,®  i 

®  Based  on  Department  of  Labour  data  revised  September 
1949.  Previous  data  gave  a  figure  of  205. 

*  In  Sweden,  for  instance,  administrative  staff  in  industry 
rose  from  13.9  per  cent  of  the  number  of  manual  workers  in 
1938  to  20.5  per  cent  in  1947  ;  in  Denmark  from  17.0  per  cent 
in  1939  to  19.5  per  cent  in  1947  ;  and  in  Norway  from  13.1 
per  cent  in  1938  to  15.8  per  cent  in  1946. 
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Table  5 

LABOUR  COSTS  IN  INDUSTRY  PER  UNIT  OF  OUTPUT  IN  TERMS  OF  UNITED  STATES  DOLLARS 


Index  numbers :  average  1935-1938  =  100 


Country 

1935 

1936 

1937 

1938 

1946 

1947 

1948 

First 

quarter® 

1949 

Belgium  * . 

232 

283 

299 

Czechoslovakia  c  . 

288 

292 

Denmark . 

97 

100 

100 

104 

209 

202 

205 

Finland  ^ . 

100 

231 

296 

398 

France « . 

(137) 

109 

95 

202 

271 

182 

175 

Germany  / . 

98 

99 

99 

106 

232  « 

227 

Hungary . 

93 

96 

100 

no 

269 

266 

247 

Italy . 

118 

no 

84 

96 

246 

241 

Netherlands . 

119 

102 

88 

97 

195 

193 

189 

187 

Norway . 

93 

96 

101 

no 

208 

Sweden . 

100 

100 

99 

103 

152 

186 

201 

United  Kingdom . 

103 

97 

95 

106 

155 

163 

165 

00 

United  States . 

95 

95 

104 

108 

169 

185 

198 

197 

a  Provisional. 

b  Average  1936-1938  =  100.  Unadjusted  for  changes  in  hours  of  work. 
c  March  1939  =  100. 
d  1938  =  100. 


e  Average  1937-1938  =  100. 

/Pre-war  exchange  rate,  27  cents  ;  after  mid-1948,  the  official  rate, 
30  cents. 

g  Second  half  of  1948. 


and  the  profit  margin  on  exported  goods,  particu¬ 
larly  on  exports  to  non-dollar  markets,  may  have 
risen  more  than  the  profit  margin  in  the  domestic 
market.  Fourth,  the  exchange  rates  in  force  in  the 
base  period,  1935-1938  (except  in  the  case  of  Ger¬ 
many,  where  a  special  purchasing-power  parity  rate 
was  employed),  may  not  have  corresponded  to  the 
purchasing  power  of  the  various  currencies.  There 
is  some  evidence  that  the  United  States  dollar  in 
1935-1938  was  undervalued,  relative  to  1929,  in  relation 
to  a  number  of  European  currencies.^ 

Finally,  and  this  is  probably  the  most  important 
point,  the  competitive  requirements  of  European 
countries  have  changed  since  1938  ;  having  lost  their 
overseas  investments,  they  must  be  competitive  in 
overseas  markets  in  a  wider  range  of  goods  than 

*  See  the  Survey,  page  231. 


before  the  war  if  payments  are  to  be  balanced— in 
other  words,  in  equilibrium  conditions  their  relative 
labour  costs  must  be  lower.  These  qualifications 
help  to  explain  why  in  some  export  markets  British 
firms,  for  example,  have  found  it  diflficult  to  meet 
the  prices  quoted  by  their  American  competitors, 
although  a  general  index  of  labour  costs,  in  terms 
of  dollars,  shows  that  these  have  risen  considerably 
less  in  the  United  Kingdom  than  in  the  United 
States.  In  so  far  as  European  export  prices  are 
excessive,  this  seems  less  likely  to  be  due  to  generally 
high  labour  costs  than  to  the  other  factors  mentioned. 
When  all  necessary  reservations  have  been  made, 
the  figures  tend  to  suggest  that  European  export 
difficulties  in  hard-currency  markets  may  have  been 
due  less  to  high  labour  costs  than  to  the  high  cost  of 
raw  materials  from  non-dollar  sources  and  the  higher 
margin  of  profit  on  exports  to  soft-currency  areas. 


Corrigendum 

In  Table  7  of  the  article  “Population  Changes  in  Europe”  in  Vol.  1,  No.  1,  of  the  Ecortomic  Bulletin  for  Europe,  the  territorial 
area  of  the  Netherlands  was  shown  as  41,000  ’square  .kilometres.  This  figure,  however,  includes  7,000  square  kilometres  of 
water.  The  land  area  of  the  Netherlands  should  therefore  be  corrected  to  34,000  square  kilometres  and  the  population  density 
should  correspondingly  be  corrected  to  256  persons  per  square  kilometre  at  the  end  of  1938  and  285  persons  per  square 
kilometre  at  the  end  of  1947.  Of  the  countries  in  the  table,  the  Netherlands  then  appears  as  the  country  with  the  second  highest 
population  density  before  the  war  and  the  highest  population  density  after  the  war. 
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SYMBOLS  EMPLOYED 


The  following  symbols  have  been  used  throughout  this  Bulletin  : 

. .  =  not  available 

—  =  nil  or  negligible 

*  =  provisional  estimate  by  the  Secretariat  of  the 
Economic  Commission  for  Europe 


In  referring  to  combinations  of  years,  the  use  of  an  oblique  stroke— e.^., 
1947/48— signifies  a  12-month  period  (say  from  1  July  1947  to  30  June  1948). 
The  use  of  a  hyphen— e.^.,  1947-1948— signifies  the  full  period  of  calendar  years 
covered  (including  the  end  years  indicated)  either  as  an  average  or  total,  as 
specified. 

Unless  the  contrary  is  stated,  the  standard  unit  of  weight  used  throughout 
is  the  metric  ton. 


*  For  notes  on  the  sources  and  methods  used  in  the  compilation  of  the  statistics  see  pages  S9  to  62. 


Table  I 


THE  LEVEL  OF  INDUSTRIAL  PRODUCTION 
Index  numbers 


Average  1947  = 

100 

Country 

1947 

1948 

1949 

1949 

Average 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

April 

May 

June 

Austria  .... 

51  “ 

134 

155 

161 

111 

172 

207 

192 

208 

222 

Belgium  .... 

106 

106 

107 

107 

113 

113 

no 

109 

113 

109 

Bulgaria  .... 

145 

94 

111 

129 

134* 

Czechoslovakia  . 

87  « 

112 

120 

111 

127 

124 

127 

126 

127 

129 

Denmark  .... 

116 

108 

114 

108 

118 

116 

114 

107 

117 

117 

Finland  .... 

117 

113 

116 

111 

120 

119 

120 

France  *  .  .  .  . 

95 

116 

122 

no 

120 

131 

136 

134 

139 

135 

Germany  : 

Western  zones* 

34 

121 

126 

162 

188 

210 

217 

215 

220 

215 

Greece . 

100 

101 

108 

128 

117 

126 

124 

126 

129 

Ireland . 

116 

107 

119 

114 

122 

113 

124 

Italy . 

87 

98 

107 

no 

113 

105 

119 

107 

124 

125 

Netherlands.  .  . 

94 

111 

118 

115 

129 

129 

134 

133 

136 

133 

Norway  .... 

109 

117 

96 

112 

120 

120 

118 

122 

119 

Poland . 

124 

130 

125 

137 

138* 

145* 

Sweden  . 

138 

102 

103 

103 

105 

106 

105 

106 

105 

105 

United  Kingdom' 

116 

112 

112 

106 

117 

120 

119 

115 

124 

119 

Total  of  above 
countries  : 

incl.  Germany 

86 

112 

116 

114 

125 

130* 

133  * 

129* 

136* 

133  * 

excl.  Germany 

102 

111 

114 

109 

119 

121  * 

124* 

120* 

127* 

125  * 

U.S.S.R . 

132/ 

124/ 

123/ 

129/ 

123/ 

120/ 

U.S.A . 

210 

103 

102 

102 

104 

101 

93 

96 

93 

90 

a  1937=100. 
b  Excluding  the  Saar. 

c  Post-war  production  in  post-war  territory  has  been  related  to 
1938  production  in  the  pre-war  area. 
d  Adjusted  for  seasonal  movements. 


e  The  annual  index  for  1947  (1938= 100)  has  been  obtained  on 
the  basis  of  1936  weights  as  explained  in  the  Notes.  If  1946 
weights  were  used,  the  index  would  be  108  (1938=100)  and 
would  decrease  the  European  total  (including  Germany)  by 
two  points. 

/Corresponding  quarter  previous  year  =100. 
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Table  U 

THE  LEVEL  OF  PRODUCTION  IN  THE  ENGINEERING  INDUSTRIES 

Index  numbers 


Country  j 

Average 

1938=100 

Average  1947  = 

100 

1947 

1948 

1949 

1949 

Average 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

April 

May 

June 

Austria  .... 

66“ 

150 

165 

158 

194 

■■ 

219 

224 

217 

Belgium  *  ... 

114 

117 

127 

109 

120 

132 

129 

Czechoslovakia  . 

91“ 

115 

134 

116 

131 

134 

133 

139 

Denmark  .... 

140 

111 

110 

103 

115 

116 

108 

France '  .  .  .  . 

98 

115 

123 

117 

131 

142 

158 

152 

161 

161 

Germany  : 

Western  zones  ^ 

23 

130 

135 

184 

236 

272 

111 

266 

276 

275 

Greece . 

19 

134 

122 

155 

175 

155 

166 

165 

173 

159 

Ireland . 

125 

130 

176 

149 

143 

132 

142 

Italy . 

61 

105 

98 

84 

no 

102 

no 

92 

113 

124 

Netherlands  .  . 

93 

116 

131 

129 

144 

147 

157 

154 

161 

157 

Norway  .  .  .  . 

136 

109 

113 

88 

no 

106 

104 

Poland . 

181 

122 

130 

112 

140 

136  • 

.. 

Sweden  .... 

143 

104 

104 

101 

106 

106 

107 

United  Kingdom 

118 

113 

116 

109 

118 

122 

124 

116 

129 

127 

Total  of  above 

n 

m 

countries  : 

80 

115 

121 

117 

134 

140  * 

139  * 

147  * 

inch  Gcrsi  ^ny 

excl.  Gcnr.^iny 

106 

114 

119 

no 

124 

127  * 

m 

127  • 

■m 

134  • 

U.S.A . 

331 

103 

99 

100 

102 

98 

89 

92 

88 

89 

a  1937  =  100.  c  Excluding  the  Saar. 

b  Including  a  weight  for  Luxemburg.  4  Post-war  production  in  post-war  territory  has  been  related  to 

1938  production  in  the  pre-war  area. 


Table  ID 

THE  LEVEL  OF  PRODUCTION  IN  THE  CHEMICAL  INDUSTRIES 


Index  numbers 


i 

Country 

Average  1947  = 

100 

1947 

1948 

1949 

1949 

Average 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

April 

May 

June 

Austria  .... 

66  » 

151 

175 

199 

227 

237 

296 

290 

301 

298 

Belgium  .... 

130* 

118 

107 

111 

128 

120 

121 

122 

130 

112 

Bulgaria  .... 

138 

.  . 

.  . 

.  . 

Czechoslovakia  . 

102“ 

118 

120 

117 

132 

129 

133 

132 

138 

130 

Denmark .... 

100 

106 

109 

106 

135 

133 

122 

109 

125 

131 

France‘S  .  .  .  . 

no 

118 

126 

109 

no 

118 

121 

125 

121 

116 

Germany  : 

Western  zones  ^ 

30 

123 

134 

168 

186 

205 

213 

203 

215 

222 

Greece . 

59 

99 

93 

87 

147 

122 

134 

127 

137 

137 

Ireland . 

103 

105 

99 

89 

127 

119 

119 

.  , 

Italy . 

85 

96 

112 

125 

116 

108 

120 

103 

117 

139 

Netherlands  .  . 

83 

120 

129 

125 

131 

135 

130 

129 

128 

124 

Norway  .... 

98 

88 

106 

109 

102 

128 

134 

144 

136 

123 

Poland . 

147 

134 

146 

146 

160 

174  * 

163  • 

United  Kingdom 

151 

115 

113 

no 

118 

118 

119 

118 

122 

116 

Total  of  above 

■1 

countries  : 

inch  Germany 

85 

116 

121 

123 

132 

135  • 

138  * 

141  • 

138  * 

excl.  Germany 

116 

116 

121 

116 

124 

126  * 

128  * 

■fl 

130  * 

127  * 

U.S.A . 

261 

101 

100 

102 

102 

■ 

93 

95 

93 

92 

a  1937  =  100.  c  Excluding  the  Saar. 

b  1936-1938  =  100.  </ Post-war  production  in  post-war  territory  has  been  related  to 

1938  production  in  the  pre-war  area. 
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Table  IV 

THE  LEVEL  OF  PRODUCTION  IN  THE  TEXTILE  INDUSTRIES 

Index  numbers 


Country 

Average 
1938=  100 

Average  1947  = 

-.100 

1947 

1948 

1949 

1949 

Average 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

April 

May 

June 

Austria  .... 

36" 

150 

151 

166 

193 

210 

234 

226 

238 

238 

Belgium  .... 

139 

94 

90 

80 

89 

92 

93 

93 

95 

92 

Bulgaria  .... 

121 

• 

Czechoslovakia  . 

60“ 

128 

131 

114 

140 

135 

141 

140 

142 

142 

Denmark  .... 

108 

120 

126 

105 

128 

138 

128 

121 

132 

131 

France  *  .  .  .  . 

89 

115 

122 

101 

118 

118 

121 

121 

122 

121 

Germany  : 

Western  zones* 

27 

129 

140 

198 

226 

270 

293 

283 

310 

287 

Greece . 

90 

92 

91 

101 

112 

103 

106 

106 

106 

106 

Ireland . 

134 

109 

112 

96 

122 

122 

112 

Italy . 

92 

92 

93 

95 

105 

104 

113 

no 

117 

111 

Netherlands  .  . 

87 

119 

121 

112 

133 

134 

139 

143 

138 

136 

Norway  .... 

108 

116 

124 

94 

117 

129 

126 

124 

130 

125 

Poland . 

97c 

124 

126 

130 

138 

143  * 

152  * 

Sweden  ^  . 

129 

106 

107 

103 

no 

no 

112 

113 

111 

no 

United  Kingdom 

80 

118 

119 

113 

123 

127 

124 

119 

132 

I2, 

Total  of  above 

countries  : 

incl.  Germany 

75 

113 

116 

112 

126 

130  * 

134  * 

131  * 

139  * 

132  ♦ 

excl.  Germany 

86 

112 

114 

105 

118 

120  * 

122  * 

120  ♦ 

126  * 

120  ♦ 

U.S.A . 

192 

109 

108 

100 

100 

94 

77 

79 

76 

77 

a  1937=  100.  c  Post-war  production  in  post-war  territory  has  been  related 

b  Excluding  the  Saar.  to  1938  production  in  the  pre-war  area. 

d  Including  ready-made  clothing. 
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Table  V 

PRODUCTION  OF  HARD  COAL 


Monthly  averages  or  calendar  months  Millions  of  tons 


j 

1938 

1948 

1949  1 

1949 

Country 

Average 

First 
quarter  , 

Second 

quarter 

Third  i 
quarter 

Fourth 

quarter 

First  i 
quarter 

Second 

quarter 

April 

May 

June 

Belgium  .... 

2.47 

2.10 

2.23 

2.17 

2.40 

2.46  1 

2.39 

! 

2.43  1 

2.40 

2.35 

Czechoslovakia  . 

1.32 

1.49 

1.49 

1.39 

1.54 

1.51  • 

1.38 

1.38 

1.43 

1.33 

France . 

3.88 

4.32 

4.00 

3.69 

2.43 

4.46  ' 

4.25 

4.24 

4.24 

4.11 

Saar . 

1.20 

0.96 

1.00 

1.11 

1.12 

1.16 

1.14 

1.10 

1.18 

1.15 

Germany  .... 

11.84  a 

of  which  : 
U.K./U.S.  Zone 

11.34 

6.86 

6.88 

7.71 

8.01 

8.45 

8,25 

8.02 

8.51 

8.23 

Soviet  Zone  .  . 

0.50 

Italy . 

0.12 

0.09 

0.10 

0.09 

0.05 

0.08 

0.09 

0.09 

0.10 

0.09 

Netherlands  .  . 

1.12 

0.93 

0.91 

0.91 

0.93 

0.95 

0.94 

0.93 

0.96 

0.94 

Poland . 

5.88  6 

5.57 

5.55 

6.04 

6.26 

6.03 

5.95 

5.93 

6.18 

5.75 

Spain . 

0.47 

0.82 

0.90 

0.90 

0.86 

0.87 

0.91 

0.89 

0.91 

0.92 

Turkey . 

0.22 

0.33 

0.34 

0.34 

0.34 

0.35 

0.36  * 

0.35 

United  Kingdom 

19.32 

17.40 

18.18 

16.43 

18.25 

18.47 

18.07 

17.17 

18.99 

18.06 

Other  European 
countries  .  .  . 

0.26 

0.32 

0.32 

0.33 

0.36 

0.36 

0.35  * 

0.37  * 

0.34  * 

0.33  * 

Total  Europe 
(excl.  U.S.S.R.) 

48.10 

41.42 

42.13 

41.35 

42.79 

45.39 

:  44.32  * 

43.14  * 

45.84  * 

44.01  * 

Index  numbers : 
1938  =  100  .  . 

100 

86 

88 

86 

1 

89 

94 

92 

90 

95 

91 

1947  =  100  .  . 

126 

108 

\  no 

i 

108 

112 

119 

; 

113 

120 

115 

U.S.A.c  .  .  .  . 

29.84 

46.12 

j  47.44 

1 

50.79 

1 

49.84 

1 

40.89 

42.54 

45.48 

47.05 

35.09 

—  a  Production  in  post-war  boundaries,  excluding  the  Saar.  c  Including  a  small  amount  of  lignite, 

ed  -  l>  Production  in  post-war  boundaries. 


i 

I 

■ 

Jhrv 
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Table  VI 

PRODUCTION  OF  ELECTRIC  POWER 


Monthly  averages  or  calendar  months 


Millions  of  kilowatt-hours 


1938 

1948 

1949  1 

1949 

Country 

Average 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

April 

May 

June 

Austria  .... 

250 

357 

411 

466 

364 

317 

425 

387 

437 

450 

Belgium  .... 

438 

669 

619 

628 

719 

710 

657 

669 

•  670 

632 

Czechoslovakia  . 

338 

619 

586 

586 

714 

703 

645 

630 

651 

654 

Denmark  .... 

95 

154 

126 

141 

172 

156 

133 

135 

139 

125 

Finland  .... 

259 

228 

223 

225 

253 

283 

286 

282 

308 

267 

France 

1,564 

2,345 

2,316 

2,256 

2,270 

2,304 

2,301 

2,220 

2,365 

2,320 

Saar  * . 

29 

51* 

36* 

41 

54 

61 

Germany  .... 

4,187  c 

of  which  ; 
U.K./U.S.  Zone 

2,292 

2,367 

2,176 

2,331 

2,794 

2,936 

Italy*/ . 

1,095 

1,487 

1,652 

1,762 

1,640 

1,355 

1,513 

1,176 

1,624 

1,740 

Netherlands  .  . 

295 

581 

390 

366 

484 

501 

449 

453 

461 

432 

Norway  .  .  .  . 

827 

912 

1,043 

977 

1,216 

1,322 

1,199 

1,250 

1,243 

1,104 

Poland . 

665  c 

624 

568 

604 

708 

610 

623 

Spain* . 

229 

509 

466 

363 

412 

411 

423 

435 

Sweden  .  .  .  . 

680 

1,080 

1,191 

1,141 

1,344 

1,397 

1,280 

1,299 

1,333 

1,207 

Switzerland  *  .  . 

446 

688 

722 

809 

662 

531 

729 

642 

767 

779 

United  Kingdom* 
Other  European 

2,031 

4,242 

3,535 

3,366 

4,364 

4,553 

3,673 

3,775 

3,850 

3,394 

countries  .  .  . 

385 

685 

649 

654 

770 

677 

719* 

732* 

716* 

711* 

Total  Europe 

(excluding 
U.S.S.R.)  .  . 

13,813 

19,734 

18,605 

18,722 

21,188 

21,239 

20,101  * 

19,715* 

20,854* 

19,735* 

Index  numbers : 

1938  =  100  .  . 

100 

143 

135 

136 

153 

154 

146 

143 

151 

143 

1947  =  100  .  . 

79 

113 

106 

107 

121 

121 

115 

112 

119 

113 

U.S.A . 

11,950 

nfils 

26,963 

28,175 

29,435 

29,117 

27,882 

27,745 

27,875 

28,025 

a  Figures  relate  to  production  of  hydro-electric  plants  with  a  c  Production  in  post-war  boundaries, 
generating  capacity  of  over  1,000  kilowatts  and  of  thermo-  About  90  per  cent  of  total  production, 
electric  plants  with  a  capacity  of  over  5,000  kilowatts.  ^  Authorized  undertakings  only.  Excluding  Northern  Ireland. 

6  Public  utility  production  only. 
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j  Table  Vin 

PRODUCTION  OF  MOTOR  VEHICLES 
Monthly  averages  or  calendar  months 


Thousands 


1938 

1948 

1949 

1949 

Country 

Average 

First 

quarter 

Second  I  Third 
quarter  quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

April 

May 

June 

Passenger  cars 


Czechoslovakia  . 

1.05“ 

1.39 

1.65 

1.31 

1.60 

France  . 

Germany  ; 

7.59 

8.32 

7.24 

10.22 

12.76 

16.08 

15.12 

16.88 

16.23 

U.K./U.S.Zone 

14.51  c 

1.79 

2.77 

5.45 

7.29 

6.30 

7.41 

8.17 

Italy . 

4.92 

3.24 

3.54 

3.25 

4.77 

4.44 

4.18 

2.87 

5.18 

United  Kingdom 

28.42 

26.97 

29.68 

28.18 

26.77 

31.63 

34.28 

33.77 

34.68 

Total  of  above 
countries  .  .  . 
Index  numbers : 

64.10 

40.59 

44.98 

42.75 

47.41 

55.88* 

63.45* 

59.61* 

64.81* 

65.96* 

100 

63 

70 

67 

74 

87 

99 

93 

101 

193 

123 

136 

129 

143 

169 

192 

180 

196 

199 

U.S.A.*'  .  .  .  . 

166.75 

309.98 

281.98 

335.58 

375.56 

350.99 

441.66 

436.39 

394.70 

493.88 

Commercial  vehicles 


Czechoslovakia  . 

0.33“ 

0.59 

0.59 

0.53 

0.75 

France  . 

Germany  : 

3.28* 

7.72 

8.25 

6.47 

8.75 

8.71 

9.40 

8.96 

9.25 

9.99 

U.K./U.S.Zone 

3.03  c 

1.49 

1.58 

2.72 

3.79 

4.16 

4.24 

4.17 

4.08 

4.47 

Italy . 

0.98 

1.22 

1.27 

1.20 

1.48 

1.47 

1.42 

1.20 

1.29 

1.78 

United  Kingdom 

8.67 

13.56 

13.88 

14.20 

16.12 

17.01 

17.84 

17.78 

18.63 

17.12 

Total  of  above 
countries  .  .  . 
Index  numbers : 

16.29 

24.58 

25.57 

25.12 

30.89 

32.10* 

33.65* 

32.83* 

34.00* 

34.13* 

1938  =  100  .  . 

100 

151 

157 

154 

190 

197 

207 

202 

209 

210 

1947  =  100  .  . 

76 

115 

119 

117 

144 

150 

151 

153 

159 

159 

U.S.A.''  .  .  .  . 

40.68 

116.92 

120.58 

114.23 

106.99 

107.70 

97.75 

106.73 

86.76 

99.76 

a  1937.  6  October  1937-September  1938.  c  1936.  4  Factory  sales. 


Table  IX 


PRODUCTION  OF  BUILDING  BRICKS 

Monthly  averages  or  calendar  months  Millions 


1938 

1948 

1949 

1949 

Country 

Average 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

April 

May 

June 

Austria  .... 

54 

3 

25 

53 

36 

7 

42 

21 

46 

59 

Belgium  “  ... 

167 

209 

187 

251 

214 

169 

129 

106 

136 

144 

Czechoslovakia  . 

94* 

21 

77 

127 

83 

20 

63 

28 

64 

96 

France  . 

Germany  : 

102 

106 

113 

112 

100 

95 

102 

113 

Western  zones'* 

344' 

61 

107 

263 

256 

158 

204 

315 

Netherlands/  .  . 

84 

80 

72 

79 

94 

91 

78 

75 

78 

82 

Poland  s  ...  . 

268* 

17 

73 

133 

102 

22 

43 

96 

United  Kingdom* 

650 

382 

378 

377 

396 

396 

427 

386 

451 

444 

Total  of  above 
countries  •*  .  . 
Index  numbers : 

1,764 

875 

1,025 

1,396 

1,293 

963 

1,212* 

958 

1,288 

1,390* 

1938  =  100  .  . 

100 

50 

58 

79 

73 

55 

69 

54 

73 

79 

1947  =  100  .  . 

193 

96 

112 

152 

141 

105 

132 

105 

141 

152 

U.S.A . 

302 

360 

495 

559 

535 

378 

420 

458 

488 

a  Production  of  ornamental  bricks,  which  varies  from  7  per 
cent  to  10  per  cent  of  ordinary  brick  production,  is  excluded. 
b  1937. 

c  Production  of  solid  and  hollow  bricks.  Home  manufacture 
is  excluded. 

dFor  the  British  Zone,  firms  employing  10  or  more  persons 
only.  For  the  U.S.  Zone,  production  of  all  types  of  clay  bricks, 
including  glazed  bricks. 
e  1936. 

/Production  of  sand-lime  bricks  (in  1948  about  47  per  cent  of 
ordinary  brick  production)  and  of  hollow  and  ornamental 
bricks  (about  3  per  cent  in  1948)  is  excluded. 


g  All  State  plants,  and  co-operative  and  private  establishments 
employing  20  or  more  workers  only. 

h  Production  in  post-war  boundaries. 

i  Production  of  ordinary,  facing  and  engineering  bricks  made 
from  shale,  sand,  lime,  clay  or  concrete.  Production  of 
Northern  Ireland  is  excluded. 

j  Neither  pre-war  nor  post-war  figures  were  available  for  a 
number  of  countries.  For  this  reason  no  estimate  was  made 
of  total  European  production.  Very  roughly  estimated,  the 
production  of  the  countries  listed  in  the  table  amounted  to 
8S  per  cent  of  total  European  production. 
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Table  X 

PRODUCTION  OF  CEMENT 


Monthly  averages  or  calendar  months  Thousands  of  tons 


1938 

1948 

1949  1 

1949 

Country 

Average 

First 

quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

April 

May 

June 

Austria"  .  .  .  . 

54 

34 

61 

74 

71 

60 

95 

87 

100 

99 

Belgium  .... 

243 

265 

295 

289 

261 

192 

251 

253 

256 

245 

Czechoslovakia  . 

106* 

105 

161 

169 

118 

106 

168 

160 

176 

168 

Denmark  "... 

53 

48 

70 

69 

68 

52 

74 

64 

78 

79 

France  . 

296 

389 

468 

502 

435 

466 

574 

550 

581 

591 

Germany  .... 

1,162" 

of  which  : 

Western  zones  . 

955 

3^ 

412 

545 

600 

513 

655 

757 

Soviet  Zone  .  . 

207 

Italy . 

384 

203 

258 

310 

299 

239 

387 

343 

409 

410 

Netherlands/  .  . 

38 

48 

46 

54 

49 

42 

48 

48 

51 

46 

Poland "  .  .  .  . 

254  d 

114 

183 

187 

124 

154 

177 

230 

Portugal  s  .  .  . 

22 

36 

45 

43 

42 

43 

42 

45 

41 

41 

Sweden  .... 

83 

102 

141 

124 

129 

93 

150 

115 

172 

163 

United  Kingdom" 

643 

676 

721 

733 

710 

726 

792 

111 

800 

799 

Other  European 

countries  .  .  . 

337 

213 

230 

251 

274 

261 

305  * 

288  * 

312* 

314* 

Total  Europe 
(excluding 

U.S.S.R.).  .  . 

3,675 

2,599 

3,158 

3,447 

3,244 

3,041 

3,946  * 

3,692  * 

Index  numbers : 

1938  =  100.. 

100 

71 

86 

94 

88 

83 

107 

112 

1947  =  100  .  . 

144 

102 

124 

135 

127 

119 

155 

145 

161 

159 

U.S.A. "  .  .  .  . 

1,497 

2,376 

2,896 

3,165 

3,103 

2,491 

3,069 

2,982 

3,140 

3,084 

a  Artificial  cements  only.  e  Production  in  post-war  boundaries. 

h  1937.  /Portland  cement  and  blast  furnace  slag  cement. 

c  Portland  cement  only.  g  Factory  sales  of  Portland  cement. 

d  Artificial  cements  only  with  pressure  resistance  of  over  100  . 

kilogrammes  per  square  centimetre. 


Table  XI 


THE  GENERAL  LEVEL  OF  UNEMPLOYMENT 
Thousands  and  percentages 


Country 

1948 

1949 

1949 

First 

quarter 

Second 

quarter 

First 

quarter 

Second  quarter 

Unadjusted 

Unadjusted 

Adjusted 

Percentage 
of  total 

All  activities,  excluding  agriculture 

9 

12 

91 

58 

64 

4 

Belgium . 

64 

64 

165 

156 

156 

8 

Denmark . 

45 

10 

47 

19 

26 

2 

Finland  . 

2 

1 

29 

15 

15 

1 

France . 

11 

13 

32 

40 

90 

1 

Germany  :  U.K./U.S.  Zone  .... 

433 

411 

937 

1,119 

1,119 

9 

Ireland . 

40 

36 

43 

Netherlands . 

42 

30 

58 

45 

45 

2 

Norw'ay . 

15 

6 

13 

5 

5 

1 

Spain . 

82 

92 

97 

104 

104 

2 

Sweden . 

33 

16 

34 

22 

26 

Switzerland . 

5 

1 

14 

5 

5 

0 

United  Kingdom  " . 

287 

272 

327 

276 

276 

2 

All  activities,  including  agriculture 


Italy . 

1,700 

1,900 

1,883 

1,670 

Poland . 

83 

76 

Germany  :  Soviet  Zone . 

350 

Note.  —  The  table  excludes  agricultural  unemployment 
(except  for  Italy,  Poland  and  the  Soviet  Zone  of  Germany)  but 
includes  all  other  activities  (industry,  public  services,  domestic 
servants,  etc.). 

The  unadjusted  figures  relate  to  unemployment  data  as 
published  in  national  statistics  and  are  not  comparable  between 
countries  owing  to  different  coverage.  The  figures  for  the  second 


quarter  1949  have  been  adjusted  in  order  to  obtain  more  com¬ 
parable  results.  These  adjustments,  however,  are  based  largely 
on  estimates. 

Finally,  unemployment  (adjusted  figures)  was  expressed  as  a 
percentage  of  the  total  number  of  wage  and  salary  earners, 
employed  and  unemployed. 

a  Excluding  Northern  Ireland. 


I 


Country 

Average 

1938=100 

1947 

Average 

Austria  .... 

119“ 

Belgium  .... 

116“ 

Czechoslovakia  . 

98“ 

Finland  .... 

119 

France  *  .  .  .  . 

106 

Germany  : 

U.K./U.S.Zone 

85 

French  Zone  * 

Hungary  .  .  .  . 

Ireland . 

121 

Italy . 

118 

Netherlands  .  . 

122 

Norway  .  .  .  . 

127 

Poland . 

120  c 

Sweden  .  .  .  . 

122 

Switzerland  .  .  . 

148 

United  Kingdom 

108 

Total  of  above 

countries  : 

incl.  Germany 

103 

excl.  Germany 

108 

1 

U.S.A . 

161 

a  1937  =  100. 
b  Excluding  the  Saar. 


c  Post-war  employment  in  post-war  territory  has  been  related 
to  1938  employment  in  the  pre-war  area. 
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Table  Xm 


THE  LEVEL  OF  WHOLESALE  PRICES 
Index  numbers 


Country 


Austria . 

Belgium . 

Czechoslovakia . 

Denmark . 

Finland . 

France . 

Germany  : 

U.K./U.S.  Zone  .  .  .  . 

Greece . 

Hungary . 

Ireland . 

Italy . 

Netherlands . 

Norway . 

Portugal . 

Spain . 

Sweden . 

Switzerland . 

Turkey  . 

United  Kingdom  .  .  .  . 


U.S.A. 


Average 
1938=  100 

Average  1947  =  100 
(Mid-month  figures) 

1947 

1948 

1949 

Average 

February 

May 

August 

November 

February 

April 

May 

June 

296“ 

101  * 

99  6 

102* 

120* 

120* 

120* 

119* 

151  * 

357 

no 

no 

no 

no 

108 

105 

105 

103 

315 

103 

103 

107 

107 

114 

113 

113 

112 

207 

105 

109 

112 

112 

113 

113 

113 

112 

724 

125 

132 

135 

134 

131 

131 

128 

128 

989 

155 

167 

180 

200 

192 

187 

191 

183 

155  c 

111 

123  4 

123  4 

120  4 

122  4 

121  4 

18.320 

131 

138 

140 

147 

161 

167 

168 

169 

616« 

113 

117 

114 

108 

106 

106 

107 

219/ 

106 

106 

105 

106 

106 

106 

105 

105 

5,159 

104 

100 

111 

no 

no 

105 

102 

101 

1  265 

103 

103 

103 

107 

109 

109 

108 

108 

1  175 

103 

103 

103 

104 

104 

105 

105 

104 

1  241  g 

97 

97 

103 

103 

102 

104 

101 

99 

1  422  * 

106 

104 

108 

111 

111 

113 

113 

113 

179 

105 

108 

109 

109 

109 

109 

108 

109 

209 

105 

104 

103 

104 

102 

100 

99 

98 

,  433 

104 

111 

103 

109 

119 

120 

119 

118 

189 

113 

115 

115 

115 

115 

118 

121 

121 

193 

106 

108 

112 

108 

104 

103 

102 

102 

a  Fourth  quarter  1947.  c  June  1948. 

b  Based  on  fourth  quarter  1947.  d  Based  on  June  1948. 


e  August  1939  =  100. 
/  October  1938  =  100. 


g  Wholesale  prices  in  Lisbon. 
A  1936  =  100. 
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Table  XIV 

THE  LEVEL  OF  IMPORT  AND  EXPORT  PRICES 
Index  numbers  :  1947  =  100 


Country 

Import  Prices 

Export  Prices 

1948 

1949 

1948 

1949 

Highest  month 

December 

March 

June 

Highest  month 

December 

June 

United  Kingdom  .... 

117  (December) 

117 

118 

115 

113  (December) 

113 

113 

Switzerland . 

106  (April) 

96 

96 

93 

101  (March) 

95 

Kl 

Denmark . 

114  (December) 

114 

111 

no 

126  (September) 

125 

123 

Sweden . 

106  (June) 

104 

104 

99 

115  (March) 

108 

104 

96 

Finland . 

116  (September) 

115 

115 

114 

114  (October) 

109 

106 

104 

Note.  —  The  index  numbers  have  been  taken  from  national  based  on  constant  post-war  weights.  The  prices  used  are  unit 

statistics  and  are  based  on  constant  pre-war  weights  with  the  values  derived  from  trade  statistics,  except  for  Denmark  and 

exception  of  the  indices  for  the  United  Kingdom,  which  are  Sweden,  where  market  quotations  have  b^n  used. 


Table  XV 


QUARTERLY  MOVEMENTS  IN  THE  VOLUME  OF  IMPORTS  AND  EXPORTS 

OF  EUROPEAN  COUNTRIES 

Index  numbers  :  1938  =  100 


Country 

1938 

1948 

1949 

Value  in 
millions 
of  dollars" 

First 

quarter 

1 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

First 

quarter 

Second 

quarter 

United  Kingdom  . 

Imports 

80 

81 

82 

80 

82 

88 

Exports 

126 

134 

138 

147 

156 

146 

Ireland . 

Imports 

183 

137 

136 

105 

123 

119 

Exports 

118 

61 

57 

76 

85 

77 

France  . 

Imports 

1,198 

88* 

111 

105 

108 

106 

108 

Exports 

863 

69* 

107 

94 

106 

127 

137 

Netherlands  .  .  . 

Imports 

732 

77 

86 

86 

88 

96 

96 

Exports 

579 

48 

63 

62 

81 

85 

83 

Belgium- 

Imports 

702 

107 

102 

101 

108 

97 

99  c 

Luxemburg  .  . 

Exports 

721 

81 

93 

93 

115 

114 

122  ‘ 

Switzerland  .  .  . 

Imports 

340 

165 

158 

128 

135 

121 

112 

Exports 

301 

106 

124 

121 

152 

113 

120 

Turkey . 

Imports 

121 

101 

93 

124 

121 

no 

106 

Exports 

122 

70 

69 

59 

174 

126 

118 

Denmark  .... 

Imports 

308 

66 

78 

86 

97 

107 

111 

Exports 

335 

74 

65 

68 

82 

84 

93 

Sweden  . 

Imports 

471 

104 

118 

112 

101 

98 

95 

Exports 

463 

60 

81 

85 

95 

66 

86 

Norway . 

Imports 

262 

82 

98 

95 

127 

109 

128 

Exports 

193 

84 

88 

73 

82 

90 

87 

Finland  <*.... 

Imports 

163 

77 

92 

78 

90 

89 

69 

Exports 

181 

67 

67 

58 

68 

79 

67 

Germany '  ... 

Imports 

1,010 

36 

65 

76 

64 

71 

94 

U.K./U.S.  Zone 

Exports 

1,277 

13 

18 

24 

29 

32 

37 

Austria  */.... 

Imports 

263 

36 

44 

51 

56 

65 

76 

Exports 

171 

39 

51 

58 

65 

70 

73 

Czechoslovakia  .  . 

Imports 

262 

121 

112 

98 

101 

95 

Exports 

358 

63 

74 

68 

90 

71 

Poland . 

Imports 

231 

145 

148 

123 

129 

Exports 

223 

76 

92 

103 

127 

Hungary . 

Imports 

116 

67 

62 

59 

62 

Exports 

148 

35 

36 

31 

69 

Estimates  for  17  Eu- 

Imports 

10,371 

90 

93 

91 

92 

92 

98 

ropean  countries^ 

Exports 

8,598 

78 

88 

89 

102 

102 

103 

a  The  values  of  both  imports  and  exports  are  shown 
on  an  f.o.b.  basis. 

b  Official  French  index  numbers.  The  estimated  Euro¬ 
pean  total  has,  however,  been  calculated  on  the  basis 
of  adjusted  figures  for  France  in  the  first  quarter  of 
1948.  (See  Economic  Survey  of  Europe  in  1948,  p.  260) 
c  Average  of  2  months. 
d  Seasonally  adjusted. 
e  1937  =  100. 

/  Excluding  non-commercial  imports. 
g  The  totals  are  estimated  on  the  basis  of  data  from  all 
countries  for  which  either  volume  or  value  figures  are 


available  for  the  first  two  quarters  of  1949  ;  i.e., 
the  countries  listed  in  the  table  (except  Poland 
and  Hungary)  and,  in  addition,  Iceland,  Italy  and 
Portugal.  Although  it  covers  90  per  cent  of  the  total 
trade  of  Europe  in  1948,  this  sample  is  not  quite 
representative  for  Europe  as  a  whole  since  the  volume 
of  trade  compared  with  pre-war  for  the  countries  not 
included  in  the  sample  is  much  smaller  than  that  of 
the  countries  included  in  the  sample.  It  should  be 
noted  that  the  inclusion  of  a  volume  index  for  the 
Netherlands  and  the  U.K./U.S.  Zone  of  Germany 
has  led  to  an  estimated  European  total  differing 
slightly  from  the  results  published  in  the  first  issue  of 
this  Bulletin. 


IMPORTS  AND  EXPORTS  OF  TEN  EUROPEAN  COUNTRIES  ACCORDING  TO  AREAS  OF  ORIGIN  AND  DESTINATION 


was  included  thereafter,  following  incorporation  of  the  Saar  in  the  French  Customs  area. 


V 


Product  “ 

Year  and 
quarter 

Unit 

1 .  Cereals 

1948  I 

II 

III 

IV 

1949  I 

II 

Thousand 

tons 

(expressed  in 
grain  equivalent) 

2.  Meat 

1948  I 

II 

III 

IV 

1949  I 
II 

Thousand 

tons 

3.  Oil  seeds  and  nuts 

1948  I 

II 

III 

IV 

1949  I 

II 

Thousand 

tons 

4.  Coal  and  coke 

1948  I 

II 

III 

IV 

1949  I 
II 

Thousand 

tons 

5.  Mineral  oil,  crude  and 
refined 

1948  I 
II 

III 

IV 

1949  I 
II 

Thousand 

tons 

(expressed  in 
crude  equivalent) 

6.  Crude  steel 

1948  I 

II 

III 

IV 

1949  I 
II 

Thousand 

tons 

7.  Finished  steel 

1948  I 
II 

III 

IV 

1949  I 
II 

Thousand 

tons 

8.  Machinery  4 

1948  I 
II 

III 

IV 

1949  I 
II 

Million 

dollars 

9.  Wool  yam 

1948  I 
II 

III 

IV 

1949  I 
II 

Thousand 

tons 

10.  Cotton  yam 

1948  I 
II 

III 

IV 

1949  I 
II 

Thousand 

tons 

11.  Cotton  tissue 

1948  I 
II 

III 

IV 

1949  I 
11 

Thousand 

tons 

Table  XVH  —  IMPORTS  AND  EXPORTS  OF  EIGHT  EUROPE; 


United  Kingdom 


a  For  composition  of  conunodity  groups,  see  “  Notes  to  the  Statistics  ”  Economic  Bulletin  for  Europe,  Vol.  1,  No.  1. 
b  Monthly  figures  for  Sweden  are  available  only  for  selected  items  which,  however,  cover  from  80  to  90  per  cent  of  the  total  trade 
for  most  of  the  commodity  groups. 


Sweden 

(U.K./U 

Impom 

Exports 

Imports 

95.2 

1.3 

933.1 

63.3 

1.9 

899.6 

62.0 

9.7 

1,864.2 

41.8 

4.3 

1,086.2 

55.8 

9.1 

958.3 

65.7 

0.2 

1,231.2 

Imports  Exports 


— 

0.8 

5.6 

3.4 

— 

0.4 

8.2 

9.3 

9.1 

■rn 

6.7 

0.3 

17.4 

0.3 

3.7 

0.4 

0.2 

12.9 

■KmCTI 

47.0 

1,607.0 

54.9 

mm 

26.7 

B  xf| 

95.6  15.9 

59.1  22.2 

30.5  27.6 

30.2  44.0 


Unit 

Year  and 
quarter 

Thousand 

tons 

(expressed 
in  grain 
equivalent) 

1948  I 

n 

III 

IV 

1949  I 
II 

Thousand 

tons 

1948  I 
II 

ni 

IV 

1949  I 

II 

Thousand 

tons 

1948  I 
II 

III 

IV 

1949  I 

II 

Thousand 

tons 

1948  I 

II 

III 

IV 

1949  I 
II 

Thousand 

tons 

(expressed 
in  crude 
equivalent) 

1948  I 
II 

III 

TV 

1949  I 

II 

Thousand 

tons 

1948  I 
II 

III 

IV 

1949  I 

II 

Thousand 

tons 

1948  I 

II 

III 

IV 

1949  I 

11 

Million 

dollars 

1948  I 
II 

III 

IV 

1949  I 
II 

2.  Meat 


3.  Oil  seeds  and  nuts 


4.  Coal  and  coke 


5.  Mineral  oil,  crude  and 
refined 


6.  Crude  steel 


7.  Finished  steel 


8.  Machinery  d 


Thousand 


Thousand 


1948 

I 

II 

III 

IV 

10.  Cotton  yam 

1949 

I 

II 

11.  Cotton  tissue 


c  For  the  first  quarter  of  1948,  figures  for  the  Saar  are  not  included  in  France's  imports  nor  in  her  exports. 
d  Imports  are  showfi  on  a  c.i.f.  basis,  exports  on  an  f.o.b.  basis. 
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NOTES  TO  THE  ESTIMATES  OF  LABOUR  COSTS 


The  estimates  of  indices  of  labour  costs  have  been  reached  by  the  use  of  four  series  for  each  country,  each  expressed  in 
terms  of  index  numbers  :  the  index  of  production,  the  index  of  employment,  the  index  of  wages  (with  suitable  adjustments) 
and  the  index  of  exchange  rates.  The  first  two  series  are  generally  the  same  as  those  published  in  the  Economic  Survey  of  Europe 
in  1948  and  the  Economic  Bulletin  for  Europe,  but  the  base  of  the  index  numbers  has  been  shifted  to  1935-1938. 

Explanations  of  these  changes  as  well  as  sources  and  methods  of  computation  of  the  two  latter  series  are  given  below : 


(i)  Index  of  Production 

The  shift  of  the  base  of  the  index  numbers  to  1935-1938  has  been  arrived  at,  with  the  exceptions  mentioned  below,  by 
use  of  the  index  numbers  published  in  the  Statistical  Yearbook  of  the  League  of  Nations.  These  index  numbers  have  been 
adjusted  in  order  to  exclude  building  activity. 

Difierent  sources  have  been  used  or  special  adjustments  have  been  made  for  the  following  countries  : 


France  : 

Germany : 

Sweden : 

United  Kingdom : 

United  States: 


Bulletin  de  la  Statistique  generate  de  la  France. 

Supplement  J  -  uary-March  1949. 

An  adjustmen  s  been  made  in  order  to  exclude  the  production  of  the  Austrian  metallurgical  industry, 
which,  from  March  1938  onwards,  is  included  in  the  index  published  by  the  League  of  Nations. 

The  index  does  not  include  electric  power  production.  • 

Board  of  Trade  Journal,  11  September  1948.  For  the  purpose  of  linking  the  post-war  index  to  1935- 
1938,  the  1935  weights  were  used  (see  Studies  in  Official  Statistics  No.  1 :  The  Interim  Index  of  Industrial 
Production). 

Federal  Reserve  Bulletin. 


(ii)  Index  of  Employment 

The  employment  data  for  Belgium,  Denmark,  Finland,  Hungary,  Italy,  Norway  and  Sweden  include  wage  earners  only 
Employers  and  managers  are  included  in  the  figures  for  Czechoslovakia  and  the  United  Kingdom.  The  index  numbers  for  France* 
the  Netherlands  and  the  United  States  refer  to  both  wage  and  salary  earners. 

The  base  of  the  index  numbers  was  shifted  to  1935-1938  by  the  use  of  data  from  the  following  sources  : 


Denmark : 
Finland : 

France : 

Germany : 
Hungary : 

Italy : 

Netherlands : 
Norway : 

Sweden : 

United  Kingdom : 
United  States : 


Industriel  Produktionsstatistik,  1937  and  1938. 

Teollisuustilastoa,  1938. 

Yearbook  of  Labour  Statistics,  1939,  International  Labour  Office. 
Statistisches  Handbuch  des  Deutschen  Reichs,  1939. 

Annuaire  statistique  hongrois,  1939. 

Yearbook  of  Labour  Statistics,  1939,  International  Labour  Office. 
Jaarcijfers  voor  Nederland,  1936-1939. 

Norges  Industri. 

Industri,  1938  and  1946.  Kommersiella  Meddelanden,  March  1949. 
Meddelanden  fr&n  Konjunkturinstituttet,  B :  9. 

Ministry  of  Labour  Gazette. 

Monthly  Labor  Review. 


(iii)  Index  of  Annual  Earnings 

Index  numbers  of  weekly  earnings  have  either  been  taken  directly  from  national  statistics  or,  in  countries  where  only  data 
for  hourly  earnings  are  available,  they  have  been  obtained  by  adjusting  the  index  of  hourly  earnings  for  changes  in  the  average 
hours  per  week  actually  worked. 

The  indices  showing  the  annual  movements  were  arrived  at  by  adjusting  weekly  indices  for  the  increase  in  holidays  with 
pay  and  changes  in  employers’  contributions  to  social  security  schemes.  All  figures  relate  to  wage  earners  only. 

The  details  of  the  sources  and  methods  used  for  each  country  are  as  follows  : 

Belgium :  Bulletin  d' Information  et  de  Documentation  de  la  Banque  Nationale  de  Belgique,  1938  and  May  1949. 

Index  of  hourly  earnings.  No  data  on  working-hours  are  available.  The  adjustment  for  changes  in 
employers’  contributions  to  social  security  schemes  is  based  on  data  given  by  Professor  Baudhuin  in 
Bulletin  de  TInstitut  de  Recherches  iconomiques  et  sociales  (Universite  Catholique  de  Louvain). 
February  1939,  June  1947,  August  1948  and  June  1949. 


-  60  - 


Czechoslovakia : 


Denmark : 
Finland : 


France  : 


Germany : 


Hungary : 


Italy : 


Netherlands : 


Norway : 


Sweden : 

United  Kingdom : 


United  States : 


Statisticky  ZpravodaJ. 

Index  of  weekly  earnings,  base  March  1939  =  100.  The  adjustment  for  changes  in  employers’  contribu¬ 
tions  to  social  security  schemes  has  been  derived  from  National  Income  Statistics,  1938-1947,  United 
Nations. 

Statistisk  Aarbog,  1937  and  1939. 

Statistiske  Efterretninger,  Index  of  hourly  earnings. 

Teollisuustilastoa,  1938. 

Social  Tidskrift. 

Annual  earnings  for  pre-war  years  were  derived  from  the  first-mentioned  publication  by  dividing  the 
annual  wage  bill  by  the  number  of  workers.  The  second  publication  gives  post-war  hourly  earnings. 
Yearbook  of  Labour  Statistics  1947-1948,  International  Labour  Office.  Index  of  hours  of  work. 

Revue  franfaise  du  Travail.  Index  of  hourly  earnings  and  hours  of  work  for  post-war  years. 

Yearbook  of  Labour  Statistics,  1938,  International  Labour  Office.  Index  of  hours  of  work  for  the  pre-war 
period.  The  adjustment  for  changes  in  employers’  contributions  to  social  security  schemes  is  based  on 
data  supplied  by  the  Commissariat  General  du  Plan. 

Yearbook  of  Labour  Statistics,  1938,  International  Labour  Office.  Index  of  hourly  earnings  and  hours 
of  work. 

Wirtschaft  und  Statistik.  Index  of  weekly  earnings. 

Annuaire  statistique.  Average  hourly  earnings  were  estimated  on  the  basis  of  data  on  yearly  working- 
hours  and  wage  bills  given  in  this  publication. 

Gazdasdgstatisztikai  Tdjikoztato. 

Corrections  for  changes  in  hours  of  work  have  been  derived  from  the  first-mentioned  source. 

Yearbook  of  Labour  Statistics,  1939. 

Gazetta  Ufficiale.  Index  of  hourly  earnings. 

Rassegna  di  Statistiche  del  Lavoro.  Index  of  hours  of  work.  Adjustment  for  changes  in  employers’ 
contributions  to  social  security  schemes  and  in  holidays  with  pay  were  based  on  data  shown  in  the  same 
publication. 

Jaarcijfers  voor  Nederland,  1940. 

Maandschrift  van  het  Centraal  Bureau  voor  de  Statistiek.  Index  of  hourly  earnings.  1948  figures  have 
been  estimated  on  the  basis  of  the  movement  of  wage  rates  shown  in  the  same  publication. 
International  Labour  Review,  International  Labour  Office.  Index  of  hours  of  work.  The  adjustment 
for  changes  in  employers’  contributions  to  social  security  schemes  is  based  on  data  given  in  Economisch- 
Statistische  Berichten,  17  November  1948. 

Arbeidslenninger,  1947. 

Statistiske  Meddelelser.  Index  of  hourly  earnings.  Earnings  of  male  and  female  workers  were  combined 
(see  Economic  Survey  of  Europe  in  1948,  page  252). 

Industristatistik.  Index  of  hours  of  work  for  pre-war  and  1946. 

Arbeidshnninger,  1947.  Index  of  hours  of  work  for  1947.  1948  was  assumed  to  be  equal  to  1947. 
Lonestatistisk  Aarsbok,  1946.  Average  yearly  earnings. 

Fackfdreningsrorelsen,  No.  31-32,  1949. 

Pre-war  estimates  of  weekly  wage  rates  are  those  made  by  Professor  Bowley  (London  and  Cambridge 
Economic  Service).  The  1938  figure,  which  is  the  original  base  of  the  series,  refers  to  October.  Post¬ 
war  figures  are  the  average  of  April  and  October.  For  1946,  a  January  figure  has  been  interpolated 
up  to  April.  Post-war  weekly  earnings  have  been  taken  from  the  Ministry  of  Labour  Gazette. 
Monthly  Labor  Review.  Index  of  weekly  earnings. 


Further  adjustments  have  been  made  in  order  to  take  account  of  changes  in  the  number  of  holidays  with  pay.  These 
adjustments,  which  are  always  small,  are  based  on  data  supplied  by  the  International  Labour  Office. 


(iv)  Index  of  Exchange  Rates 


The  exchange  rates  used  have  been  taken  from  Internatiorml  Financial  Statistics,  International  Monetary  Fund,  for  1937- 
1938  and  the  post-war  years.  For  other  pre-war  years,  the  rates  are  based  on  data  given  in  Banking  and  Monetary  Statistics, 
Board  of  Governors  of  the  Federal  Reserve  System. 

Special  comments  are  needed  on  the  following  countries  : 


France : 
Germany : 

Hungary : 
Italy : 


The  average  rate  applicable  to  exports  to  the  Dollar  Area  has  been  taken  for  1948. 

The  pre-war  rate  is  the  purchasing  power  parity  based  on  1929  (see  Economic  Survey  of  Europe  in  1948, 
Appendix  A,  Table  B).  After  mid-1948  the  official  rate  was  used. 

The  pre-war  rate  which  has  been  used  refers  to  the  premium  rate. 

The  average  of  free  market  rates  and  official  quotations  was  taken  for  1947  and  1948. 
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NOTES  TO  THE  STATISTICS 

1.  General 

The  statistical  series  contained  in  the  section  “  European  Economic  Statistics  ”  are  generally  a  continuation  of  those  published 
in  the  Economic  Survey  of  Europe  in  1948  and  in  the  first  issue  of  the  Economic  Bulletin  for  Europe.  For  sources  and  methods 
of  computation,  reference  should  be  made  to  the  above-mentioned  publications,  in  which  they  were  fully  described.  In  a  few 
cases,  where  revised  or  additional  data  have  been  used,  explanations  are  given  below. 

The  tables  include  information  received  up  to  10  September.  In  general,  the  most  recent  figures  are  to  be  regarded  as 
provisional  and  subject  to  later  revision.  In  some  cases  the  figures  differ  from  those  given  in  the  first  issue  of  this  Bulletin  as 
they  have  since  been  revised  and  brought  up  to  date. 

Slight  discrepancies  between  constituent  items  and  the  totals  as  shown  in  the  tables  are  due  to  rounding. 


•  2.  Index  Numbers  of  Industrial  Production  (Tables  I-IV) 

Revisions  and  Additions  : 

Austria :  The  index  of  chemical  production  (Table  III)  as  previously  published  in  this  Bulletin  has  been  revised 

in  order  to  exclude  glass  and  rubber  production.  The  new  index  numbers  have  been  supplied  by  the 
OflSce  of  the  Secretary,  General  Staff,  Headquarters,  United  States  Forces  in  Austria. 

United  Kingdom :  The  index  of  total  industrial  production  (Table  I)  for  1947  (1938  =  100)  has  now  been  obtained  on  the 
basis  of  1935  weights  in  order  to  make  the  index  more  comparable  with  those  of  other  countries  (see 
Studies  in  Official  Statistics  No.  1 :  The  Interim  Index  of  Industrial  Production). 


3.  International  Trade  (Tables  XV — XVII) 

(a)  Index  Numbers  of  the  Volume  of  Imports  and  Exports  (Table  XV) 

Revisions  and  Additions  : 

Germany : 

U.K.IU.S. 

Zone :  Monatliche  Aussenhandelsstatistik  des  Vereinigten  Wirtschaftsgebietes. 

Netherlands :  Statistisch  Bulletin  van  het  Centraal  Bureau  voor  de  Statistiek. 

(b)  Imports  and  Exports  of  Ten  European  Countries  according  to  Origin  and  Destination  (Table  XVI) 

The  figures  for  the  total  trade  of  each  country  given  in  Table  XVI  do  not  necessarily  coincide  with  those  reported  in 
the  sources,  the  reason  being  that  items  such  as  ships’  provisions  or  small  unspecified  figures,  which  cannot  reasonably  be  fitted 
into  any  of  the  groups,  have  been  left  out.  Moreover,  trade  which  is  considered  to  be  internal,  such  as  the  trade  of  the  United 
Kingdom  with  the  Channel  Islands  or  British  whale  fisheries,  has  also  been  excluded  from  the  total  trade  of  each  country. 

The  following  are  the  items  which  have  been  excluded  in  the  first  and  second  quarters,  1949  : 

(Mintons  of  dollars) 


Imports 

Exports 

United  Kingdom 

“  Channel  Islands  ”  .  .  . 

,  .  First  quarter 

3.4 

14.0 

Second  quarter 

21.0 

15.2 

“  Whale  fisheries  ” .  .  .  . 

.  .  First  quarter 

18.4 

— 

Second  quarter 

29.6 

— 

France 

“  Shipping  provisions  ”  . 

.  .  First  quarter 

— 

3.4 

Second  quarter 

— 

3.8 

Netherlands 

“  Shipping  provisions  ”  . 

.  .  First  quarter 

— 

1.7 

Second  quarter 

— 

1.9 

(Millions  of  dollars) 


Imports 

Exports 

Belgium 

“  of  mixed  origin  ”  .  .  . 

,  .  First  quarter 

1.2  “Shipping” 

3.2 

Second  quarter 

1.0 

2.8 

Italy 

“  Shipping  provisions  ”  . 

.  .  First  quarter 

— 

0.6 

Second  quarter 

— 

1.0 

Denmark 

“  Faroe  Islands  ”... 

.  .  First  quarter 

0.4 

1.9 

Second  quarter 

0.1 

2.5 

Norway 

“  Spitsberg  ” . 

.  .  First  quarter 

— 

— 

Second  quarter 

— 

0.6 

Revisions  and  Additions  : 

France :  For  1949,  the  figures  have  been  taken  from  the  Statistique  mensuelle  du  Commerce  exnirieur  de  la  France 

and  converted  at  the  average  exchange  rates  given  in  International  Financial  Statistics,  International 
Monetary  Fund. 

Italy :  For  1949,  the  figures  have  been  taken  as  given  in  dollars  by  the  Statistica  del  Commercio  con  VEstero. 

The  break-down  of  the  overseas  countries  has  been  changed.  The  composition  of  the  present  overseas  groups  is  as  follows : 

IX.  United  States 

X.  Canada  (including  Newfoundland) 

XI.  Latin  America  (including  all  countries  south  of  the  United  States  plus  dependent  overseas  territories  of  European 
countries  except  countries  in  the  Sterling  Area). 

XII.  Overseas  Sterling  Area  : 

Asia 
Cyprus 
Aden 

Bahrein,  Koweit,  Quatan  and  Trucial  Oman 
India,  Pakistan  and  Indian  States 
Burma 

Africa 

British  West  Africa  :  Gambia,  Sierra  Leone,  Gold 
Coast,  Nigeria,  St.  Helena  and 
Ascension 

Union  of  South  Africa  and  South  West  Africa 
Northern  and  Southern  Rhodesia 

Oceania 
Australia 
New  Zealand 

America 
Bermuda 

British  West  Indies  :  Bahamas,  Jamaica  and  dependencies.  Leeward  Isles,  Windward  Isles,  Barbados,  Trinidad 
and  Tobago,  British  Honduras,  British  Guiana,  Falkland  Islands  and  dependencies. 
Estimates  have  been  made  in  cases  where  the  national  trade  statistics  do  not  give  as  detailed  a  break-down  as 
the  one  specified  here. 


Malaya 

Ceylon  and  dependencies 
British  Borneo 
Hong  Kong 
Irak 

Bechuanaland,  Basutoland  and  Swaziland 
British  East  Africa  :  Tanganyika,  Zanzibar  and 
Pemba,  Kenya,  Uganda,  Nya- 
saland  and  British  Somaliland 

Mauritius 

Seychelles 

Nauru 

Fiji 


iti  Overseas  Countries 

ludes  all  non-sterling  countries  in  Africa,  Oceania,  Asia  and  Greenland. 


